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\ 
INTRODUCTION 


The Association of the Southeast Asian Nations (ASE- 
AN) was established based on Bangkok Declaration 
on 8 August 1967, initiated by Indonesia, Malaysia, 
Philippines, Singapore and Thailand. The regional in- 
stitution has expanded to ten countries in mainland 
and maritime Southeast Asia with the admission of 
Brunei in 1984, Vietnam in 1995, Myanmar and Laos 
in 1997 and Cambodia in 1999. After more than a half 
century of its foundation, ASEAN has expanded wid- 
ening and deepening amidst a great variety of chal- 
lenges be it political, security, economic, social and 
cultural, as well as climate changes and the pandemic 
of Covid-19. Currently, the institution has become the 
most developed region institution in the world after 
the European Union (EU) and determined to drive its 
future’s plan through the ASEAN Community’s Post- 
2025 Vision. 

This book aims to provide to academics, professors, 
and students from Mexico and Latin America, with an 
international, history, economy, and legal general vi- 
sion about ASEAN, about ASEAN, and the important 
countries that integrate it. At the same time, it discuss- 
es the relevance of ASEAN in the new global order, 
including the role of this regional institution in the 
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new conformation of East Asia and Asia Pacific, its role in 
the framework of the new performance of China and it’s 
One Belt One Road (BRI) initiative, in the line of Indo Pa- 
cific, and in the new reality of the Regional Comprehensive 
Economic Partnership (RCEP). During the writing process 
of this book, the pandemic of Covid-19 hits all countries in 
the world; it does not only change the way we live but also 
provides huge challenge to international relations and mul- 
tilateralism. These new realities in the 21st century have 
encouraged us to observe and assess ASEAN’s visions and 
strengths as it dealt with internal and external challenges. 
The former refers to regional dynamics created by each of 
ASEAN countries and relevant actors in the area whereas 
the latter denotes to competitive relations among the major 
powers in the region namely USA, China, India, Japan, etc. 

It is a general knowledge that one of the most funda- 
mental phenomenon in the early of 21* century is the rise 
of China and its consequences to regional and global order. 
An ancient power whose glory dates back to millenniums 
ago, China has developed strong economy and advanced 
technology that allow the state to emerge significantly as 
regional and global power that challenges the post-World 
War 2 international order. Under President Xi Jinping, 
China has taken a bold foreign policy to strengthen its in- 
ternational stand and to purse its global interests by launch- 
ing the Belt and Road Initiative (BRI) in 2013.' The BRI is 
a -trans-continental venture as China projects its power 

1 Previously known as One Belt One Road (OBOR) Initiative. 
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INTRODUCTION 


globally but this endeavor has not been clearly understood by the West -and 
other countries- as observed by Oropeza: 


“The new initiative One Belt One Road (OBOR), or Belt and Road Initiative 
(BRI), One Integration, One Path, The New Silk Road, etc., constitutes, in 
fact, the second great opening of China. While in 1978 its way out was to the 
Pacific, for being a natural evolution towards its geographic strength and of 
the use of the infrastructure that had survived the economic collapse of its 
communist phase; the BRI, or its opening towards its opposite axis, namely, 
towards Central Asia, Asia Minor, North Africa and the Countries of its west- 
ern border (more than 70 countries), represents a bold measure of innumera- 
ble interpretations that the West has not fully understood, not has it con- 
structed an adequate interpretation, or even worse, tried to elaborate a 
response of the BRI’s magnitude... 

With the BRI proposal or the new Silk Road, ..., China communicates to 
the world without any reservation its clear desire to be the global leader of the 
21* century in 2049, 100 years after the triumph of its revolution.” (Oropeza, 
2020, pp. 19-20). 


This observation shared by scholars and country-leaders around the world 
when they watched the ways the Chinese had implemented two BRI’s 
schemes, namely the new Silk Road for the inland route from Western China 
to Southern Europe and the 21* Maritime Silk Road for oceanic lane from 
Eastern China to the Indian Ocean and Mediterranean Sea. The BRI have 
received supports and oppositions -from stake holders in involved countries- 
along the way. 

As the closest China’s neighbors in East Asia, ASEAN members countries 
have affected -be it positively, be it negatively- by the rise of China and the 
BRI launch. All ten ASEAN members countries involve in the BRI as this 
initiative has apparently treated as cooperative schemes under ASEAN-Chi- 
na Dialogue partnership. However, taking part in the BRI is not easy for 
ASEAN members countries due to competitive nature of China and the US 
-and its alliances- in the region. AS in other parts of the world, Southeast 
Asia has become one of -if not the- main ground of China-US geopolitical 
competition. The regional countries have long known that their strategic 
location and abundant natural resources are very attractive to extra-regional 
major powers that have fought for domination in the region for centuries. 
Indeed, one of the underlying reasons that encouraged the five regional 
countries to established ASEAN in 1967 is to stabilize the region from 
-among other- major powers’ competition and to develop collective ownership 
over their region. History has shown that great powers have mixed impacts on 
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ASEAN regionalism (Fitriani, 2017) as ASEAN unity or centrality does not 
always bring benefit for those extra regional powers. It’s especially necessary 
to take into account this context, in analyzing BRI under China bilateral re- 
lations with each of ASEAN members states or China-ASEAN interactions. 

This book was being written when the pandemic of Covid-19 started so 
some dynamics of ASEAN-China relations during the pandemic were cap- 
tured in addition to the focus on ASEAN’s roles and its relations with China’s 
BRI. ASEAN countries were among the first victim of the Covid-19 and the 
pandemic has put pressures so much on their capability to provide health 
service and medication to their people. The pandemic has not only tested 
ASEAN solidarity to support each other but also challenged ASEAN centrality 
to respond to China-US continuing tensions in the South China Sea amid the 
health emergency. China has played important international roles during the 
pandemic as it tried to lead international community’s response to the global 
health challenges. Together with Japan and Korea under the ASEAN Plus 
Three (APT) scheme, China involved significantly in the Special APT -online- 
Summit on Coronavirus Decease 2019 led by Vietnam on 14 April 2020. 
Time will tell whether the pandemic brings ASEAN closer to China or vice-ver- 
sa through the implementation of the ASEAN Comprehensive Recovery 
Framework (ACRF), adopted at the 37th ASEAN Summit in November 2020. 

This investigation is structured to show ASEAN’s relevance in contempo- 
rary world through four levels of analyses. The first is a global and regional 
level in which ASEAN is observed. The second is states level of analysis by 
assessing individual ASEAN members states and their relations with ASEAN. 
The third is inter-regional level of analysis by observing ASEAN relations 
under Latin America glance. The fourth is a general introduction to the ASE- 
AN regulatory legal framework. We are lucky that authors from respective 
countries were able to engage in this book writing and their contributions 
are the strength of this book as they are able to provide insights from their 
respective countries 

In relation to the above, the book is divided into four Chapters. Chapter 
one The Role of the Southeast Asian Nations and the New Global Order devel- 
op the ASEAN scheme within the framework of the new global scenario and 
its relationship and geopolitical importance with global trends. It is com- 
posed by eight dissertations: Arturo Oropeza Garcia (Mexico) explains the 
Role of Chinese History and Culture in East and Southeast Asia and the 
millenarian Chinese civilization as a significant part of its current reality; 
Michael G. Plummer (USA) contributes to the study of the US-ASEAN eco- 
nomic relationship; Nie Wenjuan (China) analyzes China’s engagement with 
ASEAN countries in different periods as well as the role of the RCEP and BRI, 
professors Fusanori Iwasaki, Masahito Ambashi, and Hidetoshi Nishimura 
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INTRODUCTION 


(Japan) explains how Japan has developed a significant partnership with 
ASEAN as well as how ASEAN has played a pivotal role in the mega-regional 
development; Preeti Saran (India) offers a perspective from India’s ancient 
links with the region go back centuries and how the cultural diffusion be- 
tween India and Southeast Asia essentially came through trade and com- 
merce; Tham Siew Yean(Malaysia) study the ASEAN response to the global- 
ization and the changing dynamics in East Asia; Fithra Faisal Hastiadi 
(Indonesia) attend to economic aspects by concentrating on ASEAN engage- 
ment with key dialogue partners in the post-pandemic recovery through the 
Regional Comprehensive Economic Partnership (RCEP). 

Chapter two, The Association of Southeast Asian Nations (ASEAN). A Brief Per- 
spective, provides a state level analysis on ASEAN members countries that 
includes the internal relevance of each of them, the experiences, challenges 
and strengths with the development of the region in the 21* century. Con- 
secutively, this part presents eleven papers from ten different countries 
scholars: on Brunei by Abdul Hai Julay; on Cambodia by Kosal Path; on In- 
donesia by Shofwan Al Banna Choiruzzad; on Laos by Vanxay Sayavong; on 
Malaysia by Jatswan S. Sidhu and Nurliana Kamaruddin as well as by Siti 
Darwinda binti Mohamed Pero and Muhammad Ali Ridha bin Norman; on 
Myanmar by Chaw Chaw Sein and Oak Soe San, on the Philippines by Aries 
A. Arugay, on Singapore by Tai Wei Lim, on Thailand by Kitti Prasirtsuk and 
Sunida Aroonpipat, and finally on Vietnam by Le Thuy Linh. 

These eleven opinions which come from 15 of the prominent academics 
from ASEAN countries, offer us the historical, international and economic 
explanation of the reality of a region that for a long time has remained far 
from the Latin American academic vision. In fact, one of the attributes of 
this book is that academics from the ten ASEAN countries are present. 

Chapter three The Association of Southeast Asian Nations. A Latin Ameri- 
can Vision offers a regional glance in relation to ASEAN and the Southeast 
Asia trough three studies: Francisco Javier Haro Navejas (Mexico) offers an 
analytical approach to the China’s multilateral relations with ASEAN and 
the role of China as a global power; Carlos Moneta (Argentina) writes about 
the importance that the formalization in East Asia of the “Regional Compre- 
hensive Economic Partnership” (RCEP) might achieve for Latin America in 
the present and future dealings with Southeast and Pacific Asia; Sebastian 
Herreros (Chile) studies the regions of Latin America and ASEAN in demo- 
graphic and economic terms and examines their institutional arrangements 
for economic integration and the current and potential linkages with Latin 
America. 

Finally, in Chapter four, General Legal Framework of the ASEAN Region, 
presents as an introduction to the ASEAN regulatory legal framework 
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through three papers: Andy Omara aims to understand the current regulatory 
legal framework of the ten country members of South East Asian Nations 
(ASEAN) and their possible ties of legal interconnection of regional integra- 
tion. A particular study on Indonesian Law is put forward by Herliana and 
the chapter on Cambodia legal system by Phalthy Hap. 

This project was made within the framework of the multiple inconve- 
niences and challenges that the COVID-19 pandemic has represented in its 
different modalities, which in addition to administrative delays in the prepa- 
ration of each of the stages of the publishing process. Also this pandemic 
caused the contagion of some of our authors, as well as the tragic death of 
some relatives or close friends of whom we have participated in this book. 

Therefore, the coordinators of this book, Doctors Evi Fitriani and Arturo 
Oropeza Garcia, as well as the institutions they represent, the Faculty of 
Social and Political Sciences of the University of Indonesia (UI) and the In- 
stitute of Legal Research of the National Autonomous University of Mexico 
(IIJ, UNAM), deeply thank each and every one of the authors for their profes- 
sional commitment by having participated with their respective papers to the 
integration of this work of this important international academic project in 
which 31 authors from 17 countries have participated. 

Finally, we hope that the result of this collective academic effort on one of 
the most dynamic and relevant regions of Asia and the world, will contribute 
to its better understanding, within the framework of the inauguration of a new 
global order of which we can barely glimpse its first lines of explanation. 


EVI FITRIANI 
ARTURO OROPEZA GARCIA 
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* Doctor of Law and Researcher at the Legal Research Institute, UNAM. 
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“As Jean Levi admitted, until he went in depth into the 
study of Confucianism, under the influence of the great- 
est attraction that Taoism and Buddhism usually have for 
Western thinkers, he remained on the borders of Chinese 
tradition, interested only in his images, “always wander- 
ing around the periphery without venturing to its center.” 


Jestis Sole-Farras 


A. CHINA AND ITS CULTURAL 

LEGITIMACY OVER TIME 

I. CHINA AND ITS VALIDITY OF ALWAYS 

The Western analysis of China, in general, originates 
from contempt; from the disdain that a region that was 
living the end of history at the end of the 20" century 
felt for a distant country that during that same centu- 
ry had been marked by the end of its Empire (1911), 
its multiple social movements (1912-1949), and by 
famines that caused it millions of deaths. Under that 
perception of China, this country could not, as it does 
today, be a rival to the Western order: neither politically 
nor economically. When the West, already near the be- 
ginning of this millennium, with great delay, decides to 
respond to the Chinese challenge, the depth of a pow- 
erful civilization, still in force, has hindered the path, 
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to the extent that today there is no agreement among specialists, but neither 
among the major developed economies, on how power works in China, what 
is the validity of its cultural, political, economic and social lines; and what 
has been its influence in the East and Southeast Asia. 

This discussion escalates when the Western analysis is made from the 
platform of its own tools, whether political or economic, in most cases result- 
ing in large gaps where the Chinese reality does not fit into the Western 
molds, or it cannot be explained using the West’s instruments of the reason. 

The force of the Chinese civilization as a central element of its analysis is 
presented, then, as an inescapable element of its study. Not as a referential 
or erudite historical element, but as part of a current dialectic that today still 
explains sufficiently the construction of power in China, and from there, the 
action and objectives pursued in a global world that did not belong to it, but 
that since 1978 decided to open itself to it. China has gone from learning 
and implementation to proposing a new dream and international order to the 
world based on the cosmogony of the Chinese State. 

“China—Graham tells us—has been producing, until the present century, 
the singular spectacle of an empire that survives from the time of Egypt and 
Babylon, and that preserves a pre-alphabetic writing as an instrument of 
continuity and unity, legible through millennia by speakers of mutually un- 
intelligible dialects. At the same time that the first Emperor sought the elixir 
of life, China discovered the secret of the Immortal Empire, the social organ- 
ism impossible to kill.!” 

To accept or not that the essential elements of the oldest civilization in 
the world are still current and operate in the construction and performance 
of its political power and economic and social behavior of today, is a question 
that lacks a clear answer. In absence of the foregoing, alternatives are used, 
such as the idea that the Constitutional Reform of March 11, 2018, defines 
our knowledge of China today. Or, maybe this starts in 2012/13 with the 
arrival of Xi Jinping to power; or Hu Jintao’s scientific development prevails 
through the present day, or perhaps the 1978 opening of Deng Xiaoping is 
our starting point. Alternatively, would we have to refer to the triumph of the 
Maoist Revolution of 1949 as the oldest antecedent to explain it? China— 
adds Leys—is the oldest living civilization on Earth. An exceptional entity 
like that implies a very complex relationship between the people and their 
past.”? And with the Asian and global community, we could add to what was 
noted by Leys. 


1 Graham, Charles, El Dao en disputa. La argumentaci6én filos6fica en la China Antigua, 2012, p.23 


2 Leys, Simon, Breviario de saberes imitiles. Ensayos sobre sabiduria en China y literatura occidental, 
2016,p.307 
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Cheng, points out on the subject, “This political culture that clings to the 
ancient, cosmic, and holistic vision of an orderly and hierarchical world, far 
from having been obscured in oblivion like Europe, continued to inform the 
spirit of the institutions until the last century, in which the emperor contin- 
ued to be widely perceived as “Son of Heaven” and as a kind of axis mundi 
that united the three orders of Heaven, Earth, and man’*.” Leys closes blunt- 
ly: “And whoever remains ignorant of that civilization, can only achieve, ul- 
timately, a limited understanding of the human experience.” 

The economic and political domination that China is carrying out in the 
Western world of the 21* century, finds one of its main explanations in the 
lack of the West’s adequate knowledge about China. However, this is also 
because the West does not end up agreeing on the force and effectiveness of 
its postulates and whether they remain an important part of the rise of the 
Chinese power and its geopolitical strengthening. 


Il. THE CHINESE COSMOVISION AND ITS INTERPRETERS 

The other challenge to understanding it is not only to accept the force of 
the millenarian Chinese civilization as a significant part of its current reality, 
which does not happen with any other country in the world, but to under- 
stand that that reality is in many cases different from the world-view and 
Western life. In that regard, to look at the other and to accept the other, to try 
to understand the other in its own conceptual framework, becomes the sec- 
ond requirement of preliminary motions to anyone who attempts to interpret 
the Chinese entity, in cultural, political or economic terms. 

It is true that China and the region itself have abused this Oriental differen- 
tiation. That, in its name, a sophisticated soft power policy has been deployed 
to control the West. Similarly, the West’s ignorance of the Chinese culture has 
not given it the necessary tools to diagnose adequately the terms and modes of 
this relationship in both economic and political terms; China has gotten the 
advantage in most cases. The West still turns cautiously to that which it does 
not know; it reasons with doubt about that which is alien to it. For this reason, 
in most cases, the West adjusts to a ceremony and protocol that do not belong 
to it, but in response to its lack of proper knowledge, the West fears to offend 
them. China has been a direct beneficiary of this vacuum. 

However, the difference seems to be real and starts with the complexity of 
the language and the language signs, and rises to the different concept of the 
universe, ethnicity, the existence of a god or the forms of the society and 
political power. Leys outlines on the differences between China and the 
West, “The core of this perception was not so much that China was enigmatic, 


3 Cheng, Anne. “Virtud y politica: el concepto de soberania en la China Antigua”. In La construccién del 
poder en la China antigua, Eleta Alicia Relinque (Coord), 2009,p.48. 
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complicated and strange, but more specifically that it was a world upside 
down: the Chinese did everything in exactly the opposite way to our normal 
uses and procedures. For example: << when the Chinese build a house, they 
start with the roof >>; << when they are mourning, they wear white >>; << 
they write from top to bottom and from right to left >>; << when they greet 
someone, they press their own hand >>, etcetera. None of these observa- 
tions is actually wrong. And the general conclusion is basically valid. This is, 
in fact, the secret of the inexhaustible attraction that China and the West 
have always exerted towards each other: within the human experiment, they 
are the antipodes of each other.*” 

China and the East and Southeast Asia are not part of the Western Cul- 
ture; a truism that is easily forgotten when dealing with Chinese issues. 
Moreover, they are part of a millenarian debate where the expectations of 
both sides seek to signify the pre-eminence of one over the other, generating 
confusion on a subject that is already complex. 

Morris, in a comprehensive study on the hegemonic debate between the 
West and the East, ventures to say that “... our conclusion, in line with this 
theory, would be that the West has been the technological leader of the world 
for a million and a half years.” Jaspers, despite his great contributions to the 
understanding of universal thought, dared to ensure that, “The West has 
behind it, in the depths of time, the longest and most certain historical tra- 
dition. Nowhere—he says—history exists before Egypt and Mesopotamia. 
The West has printed its stamp on Earth in the last centuries. The West has 
the clearest and richest articulation of its history and its creations, the most 
sublime spiritual struggles, the maximum abundance of great, visible, and 
palpable men.°” 

Beyond this confrontation, that is born with time itself, and given the 
transcendence of these two cosmovisions, the fact is that Jaspers himself, 
together with Lasaulx and Viktor Von Strauss, generate the theory of the 
axial age, which Armstrong explains in an objective manner: 

“Since about 900 to 200 BCE (before our common era) four different 
regions saw the light of the great world traditions that have continued to 
nourish humanity: Confucianism and Taoism in China; Hinduism and Bud- 
dhism in India; Monotheism in Israel and philosophical Rationalism in 
Greece. It was the period of Buddha, Socrates, Confucius and Jeremiah, 
the mystics of the Upanishads, Mencius and Euripides. During this period 
of intense creativity, some spiritual and philosophical geniuses opened the 


4 Leys, Op. Cit, p.338 
5 Morris, Ian, ;Por qué manda Occidente... por ahora?, 2014,p.71 
6 Jaspers, Karl, Origen y meta de la historia, 2017, p.108 
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way to a totally new type of human experiences,” “The axial age—Armstrong 
concludes—was one of the most influential periods of intellectual, psycho- 
logical, and religious changes in history that we remember.” 

The axial age, in addition to being one of the most lucid stages of human 
beings, also determined the evolution of two cosmogonies and two different 
cultures, which from that moment to date have built their own explanation 
of the world and life; but also of its social, political and economic order, un- 
der different parameters and criteria, generating two parallel histories of 
mankind, that despite finding themselves in diverging moments of their his- 
tory, have never joined. 

China, within the framework of its historical isolation, determined both 
by its geography and its cosmovision, lived a traditional pre-imperial period 
(Xia, Shang and Zhou dynasties from the 21* to the 3" century BC), among 
the concerns of primitive questions, the sky and the rites, the bones and the 
bronzes, as the beginning of a social ordering. However, from very early on, 
“.,.instead of imposing an external moral law on society, that would awaken 
respect for the freedom and life of every human being, the founding myths 
of the ancient Chinese opted, from the beginning, not to dissociate virtue 
and politics, to the point of confusing one with the other.*” This antecedent 
of a golden age based on the reign of morality gave rise to the emergence of 
the father of Chinese thought, Confucius. He was the author of a politi- 
cal-social narrative that although it was inspired by his relationship with 
Heaven (Tian), landed his central concerns in a solution of man based on 
ethics and virtue. In the axial age, China, with Confucius, places the Chi- 
nese civilization in a civilizational line, that from the God creator transits, in 
a sensitive time, to a naturalism of things determined by man, to which it 
invokes, not as an individual entity within the framework of its freedom, but 
as a social being determined by an idea of group, of family, of social issue; 
that was ordered vertically where the state was placed at its upper point and 
the person at the bottom, before passing by the subject; the father and the 
son; where the State was the father and the people the children, which have 
reciprocal obligations. 

Unlike the foregoing, the West, on an opposite route, from the pre-Soc- 
ratic and Aristotelian naturalism transits to a civilizational line determined 
by the will of Heaven, where society, state, and person, were grouped under 
a divine order of reward-punishment that prevailed under its different mo- 
dalities until a period of Renaissance (16 century) and Illustration (17% 
and 18"), 

7 Armstrong, Karen, La gran transformacion. El mundo en la época de Buda, Sécrates, Confucio y Jeremias, 

2006,p.14 

8 Cheng in Relinque, Op. Cit., p.37 
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This difference in the conception of the cosmovision of China and the 
West, in relation to the social order and the construction of the power of the 
State, marks a structural difference whose consequences survive until today. 

The Chinese thought, acting, and reasoning. The entire cultural expres- 
sion in Asia, which has lasted more than 2000 years, results in an ethnicity 
difficult to comprehend by a Western culture that during the same period 
has lived everything, except continuity. On the contrary, its current narrative 
finds itself confronted with resolving, socially, the enormous gap that was 
left by the abandonment of a theocracy that gave an explanation to its social 
order. The certainties of its political progress that it presumes today coexist 
together with the ghosts of its unresolved individuality. 

The continuity of the Chinese empire. The unity and harmony of what is 
experienced could be an explanation principle of the Chinese economic pre- 
dominance during 90% of the modern era. In this section, we only empha- 
size it as a structural difference between China and the West, which invites 
us to be cautious in the use of the concepts, or the political, economic or 
social categories, especially in the use of the political idea of the State. 

Similarly, as Jaspers points out, this difference in cosmovisions also informs 
us of other possibilities that we have not achieved and puts us in touch with the 
true origin of a different human being, which we are not and yet, also which we 
possibly are, and that is truly irrepresentable with historical existence; which 
calls us to rethink the idea of a universal history as a closed circle.’ 


Ill. THE FOUNDATIONS OF CHINESE POWER 

I. 

Political power in China is born as in any human group: from chaos. From 
barbarism, from horror, from war, from death, from the struggle of the strong 
against the weak. From the moment in which this reality is transformed into 
a state of tension, and the human group itself, in an act of good sense, de- 
cides to organize itself and generate a political power that serves as a force 
that manages and controls the prevailing chaos. 

China had this concern since its first social organizations. However, its 
transcendent narrative begins with the period of the three pre-imperial king- 
doms, with which began a historical and political story of order and longing, 
despite the multiple conflicts that occurred during this era. The Xia Kingdom, 
distant and nebulous in its memory (21-16 B.C). The Shang Period, as the 
starting point for the path of its integration (1600-1045 BC) and the Zhou 
Dynasty, Western and Eastern (1045-256 BC) as the freshest memory and 


9 Jaspers, Op. Cit., p.109 
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experience for the Chinese philosophers, who turned to the past'® in the belief 
of a golden age based on righteous and virtuous kings (King Wen, Duke Shou, 
etc.) to begin the construction of a theory of power and social organization. 

These three pre-imperial periods, in their political and social efferves- 
cence, intertwine, and even give rise to an era of enlightenment (551 to 221 
BC) where the “Chinese philosophy will get to know its maximum develop- 
ment and will achieve a flourishing that has never been equaled since.!!” 

It is in this vast period of almost half a millennium that the period of the 
“100 schools” emerges, so called because of the considerable production of 
thinkers and philosophers who have been arguing ever since about the Chi- 
nese existence and being. However, at the time only six schools succeeded in 
influencing the construction of the Chinese ethnicity. Firstly, the Confucian 
school or that of scholars; after that, the legalist; the Maoist; the Daoist or 
Taoist; the Buddhist and the nominalist. Among all of them, the Confucian 
and the legalist schools are the ones that influenced the most in the debate 
on the Chinese State, although the contribution of the Moist and Daost 
currents is not less important with respect to the model of being Chinese, its 
social order and the construction of its forms of power. 


Il. 

As is known, for over two millennia, Confucius and his followers represent 
the relevant explanatory source of Chinese society and its political power. 
On the other hand, Shen Dao, Shang Yan and Han Feizi (3'-2™ C. A.C), 
were the representative voices of the legalist thought. Modi (Mozi), (4** C. 
BC), through his work (Mozi) contributed to the creation of a particular 
school with Confucian roots. Laozi (Lao-Tse), through the important texts 
Dao De Jing or Tao Te Ching and Zhuangzi, among others, has an important 
impact on the social and political order, although together with Buddhism, 
its frame of reference comprised mainly the spiritual field of people. 

The foregoing is a synthetic vision of the philosophical schools that dis- 
puted the organization forms of the pre-modern Chinese societies, which, as 
was mentioned before, during the Axial age were contemporary of similar 
reflections in other parts of the world. Within this intellectual current, the 
figure of Confucius shows up as the most ancient and transcendent Chinese 
philosopher since he represents the nuclear thought from which the mille- 
narian social organization of China began, as well as the different forms of 
its political power. In a special way, Confucius was the bridge where the 


10 Benjamin Schwartz notes that among the civilizations of the Axial Era, China is the only one whose main 


concern is to look from the present upheaval, backwards, towards an empire and a culture that flourished 
in the immediate past (Graham, 2012, p. 21). 


11 Lao Tse, Tao Te Ching. Los libros del Tao, 2015, p.48 
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philosophical-political thought transited from theocracy to the naturalism of 
things, by revealing the importance per se of the human being and his rela- 
tionship with the other, removing him from a divine order or sanction, and 
inculcating a respect and love for humanity (Ren). 

Certainly, the things from heaven were the first justification of power in 
China, during its nascent monarchies. Traditions and ceremonies also con- 
stitute their first bonds of power. The sources of the Zhou Era (1 1'*-5'* BC), 
whether they are bronze vessels or writing corpus, etc., proclaim that King 
Wen received the Mandate from Heaven (Tianming). However, since then, it 
provides for the possibility of withdrawing the power from the king in turn as 
soon as he fails in his mission that is: to maintain peace in his territories, to 
ensure the happiness of the people and to preserve the unity of “everything 
that is under Heaven.” (Tianxia) (The Space of Chinese Civilization).'” 

In this regard, in the face of the challenges and questions of his time, 
Confucius based on the foundations of the traditions for beginning the con- 
struction of a social and political morality that serves as the solution for the 
chaos, and the organization of a society in formation that could sustain itself 
axiologically over time. The grand master, “Kong” (Confucius), of a low no- 
ble family of the now province of Shandong, at no time claimed the paternity 
of a new school of thought. On the contrary, he declared his revisionism to- 
wards a vanished golden age when he affirmed: “I pass through without in- 
venting; I love and trust in the old”.'? To which he added, “I am not someone 
born with wisdom, but rather I limit myself to loving ancient times, and I 
strive seriously to emulate them.'*” 

And Confucius did not deceive with the truth. What he does is to inter- 
pret the power of his time through its best social expression, in order to offer 
a formula that rescues the human being from himself: from his barbarism 
and his chaos in a sustainable manner. 

In this respect, Confucius’s transcendence is to offer social morality as a pri- 
mordial source of political power, which far from converting it into a religion and 
him into its priest, repeatedly until his death, puts social ethics as the only alter- 
native for a healthy coexistence; and the commitment to it, as the sole justifica- 
tion of a central and sustained power. Thus, the love to mankind (ren), knowledge 
(shi), ceremony, chivalry and good manners (li), righteousness (yi), benevolence, 
filial piety (xiao), loyalty to the monarch (zhong), that of the prince to his subjects 
(shu), love to the elder brother (ti), etc.; is what Confucius offers to society and 
to Chinese power, as the only path of personal and collective happiness. 


12. Cheng in Relinque, Op. Cit., p.39 
13 Graham, Op. Cit., p.31 
14 Bauer, Wolfgang, Historia de la filosofia China, 2009, p.60 
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Based on this philosophy, Confucius ruled that “A person who appreci- 
ates morality does not need special laws or punishments'®”. That, “When one 
is straight, one does not need to command, and everything will work by itself. 
But when one is not straight, even if he commands, nobody will obey.” Tak- 
ing the recommendation to the extreme, “He who rules through virtue re- 
sembles the polar star, which, remaining fixed in its position, is revered by 
the rest of the stars around it” (2. I). 

“Treat the people with respect—he recommended to the prince—and you 
will be venerated; be a good son to your parents and a good prince to your 
subjects and you will be served with loyalty; honor men of value and educate 
the less competent, and everybody will feel incited to good.” As for the way 
of governing, he insisted, “That the rulers give an example of solicitude to- 
wards their families, and the people will naturally tend toward humanity; 
that they give an example of fidelity towards old friends, and the people will 
never be cynical.” !° 

Confucius had no doubts between human beings, political power and the 
power of Heaven. Despite his insistence on morality as a source of legitimacy 
and of political and social action, with historical links sensitive to the Tian, 
in the text of Lunyu, which deals with his dissertations, it is stated: “The 
master never spoke about strange (phenomena), powers, chaos or gods.!”” 
And this position of distancing the social and the State life from the gods and 
spirits, is a second transcendent contribution to the Chinese civilization 
when we compare it with the route that the Western culture followed, which 
took nearly 18 centuries to separate the church from the State, and even in 
some countries still continues as a pending issue. 

His position in this field had to be extremely careful, to avoid offending 
ancestral traditions of the time or dying in the attempt (on several occasions 
his speech put him in physical danger), while at the same time concluding 
toward rational orders. When asked how to serve the spirits and the gods, 
Confucius answered skillfully, “He who cannot serve men, how will he pre- 
tend to be able to serve the spirits.” Adding also on the issue of death in an 
elusive way “He who does not understand life, how will he understand 
death?” (11.11). For this reason, some authors conclude “...different signs 
indicate that Confucius could be considered an agnostic who was not spec- 
ulating on the emergence or the purposefulness of the world, nor on the or- 


igin of men, nor on life beyond death, not even on the gods and demons.'®” 


15 Schleichert, Hubert & Roetz, Heiner, Filosofia china cldsica, 2013,p.13 
16 Cheng in Relinque, Op. Cit., p.43 

17 Schleichert, Hubert & Roetz, Heiner, Op. Cit., p.48 

18 [bidem, p.49 
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Confucianism, as the official line of thought, construction of power, form 
of government and social organization, under its different historical mo- 
ments and facets, is the clearest line of interpretation of the Chinese mille- 
narianism, even for the last constitutional reforms of March 2018. Along 
with this, the syncretism of the other political and philosophical thoughts, 
show up as an accompaniment that explains the sustainability of Confucian- 
ism and the development of power and society in China. In Cheng’s words, 
we could point out the following: 

“Chinese thought is based on a relationship of fundamental trust between 
man with regard to the world he lives in, and the conviction that he possess- 
es the ability to encompass the totality of what it is real with his knowledge 
and his action, unique wholeness that is formed by the infinite multiplicity 
of its parts. The world as an organic order is not conceived outside of man, 
and the man who naturally finds his place in it is not conceived outside the 
world. This is how the harmony that reigns in the natural course of things 
must be maintained with existence and human relations!” 

From the second Han Dynasty, and for more than 2000 years, under a de- 
cision from a State that opted for the moral order of things rather than a legal 
order, the Chinese people built the oldest living civilization in the world; and 
tribute to its close neighbors through various modalities. 


IV. CONFUCIANISM AND ITS FORCE 

The multidisciplinary philosophical construct, starting with Confucius, was 
the one that determined the formation of power and the Chinese State, 
as well as the central configuration of its society. By moving away from 
absolutes and coexisting since the Han Dynasty with complementary and 
related thoughts, Confucianism was perpetuated facing the adversities of its 
time. During the exercise of power, Confucius appears as a purpose to be 
followed, as an inspiration and a form of chivalry, within an everyday politi- 
cal realism. “If Confucianism had simply promoted the idea that in politics, 
one must proceed morally; this would have been a valuable contribution to 
human civilization. There is, however, another additional fact that does not 
stop calling attention to itself, namely, the centennial existence of Confu- 


20% 


cianism.”°’And it is this existence that transcends millennia that precisely 


justifies the current study of Confucianism, as an inevitable condition for 
knowing China properly. For knowing the China of today through its 


19 Cheng en Relinque, Op. Cit, p.35 
20 Schleichert, Hubert & Roetz, Heiner, Op. Cit., p.380 
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relevant attributes of yesterday; as well as the reasons for its presence and 
influence in the East and Southeast Asia. 

Confucianism does not disappear with the Hans. In many ways, it sur- 
vives to this day through its adaptation or recomposition throughout imperial 
life. Its historical weakening and its affectation before the ascendant influ- 
ence of Buddhism, for example, forced a re-launch and the adaptation of its 
postulates during the Tang Dynasty (6' century A.D.), with Han Yu (768- 
824). During the Song era (10"" century), along with the rebirth of the Chi- 
nese identity, a neo-Confucian movement follows, led mainly by Zhou Dunji. 
In 1130 this movement was followed by a powerful Confucian movement 
orchestrated by Zhu Xi, which restructures the Confucian philosophy, short- 
ly before the empire fell defeated in 1280 by the Mongol armies. During the 
Ming Dynasty (1368-1644), successor and integrator of the Mongol, a Con- 
fucian idealism appears, led by Wang Zhouren, as a response to the invasion 
and the reconstruction of the identity as a nation. The second Chinese de- 
feat at the hands of the Manchus in 1644 was a less demanding challenge 
for Confucianism since the millennial influence of the Chinese empire in 
East Asia had previously won the Confucian affiliation of the conquerors. 
Nevertheless, at this time, the empire was already beginning its declining 
period, the first “nationalist” movements appearing with Huang Zongxi 
(1610-1695), who directed criticisms at the monarch and at Confucianism, 
while at the same time he urged support of a Legalist government (Wang 
Fuzhi). Along with the fall of the empire (1911) ends the golden era of Con- 
fucianism and begins a revisionism and permanent questioning, which sub- 
sists in academic and political terms until the present date. 

After the empire and the long period of social upheaval, Mao appeared in 
1949, a critic of Confucianism, sympathizer of Legalism and promoter of a 
new Marxist-Leninist ideology. In spite of this, in February 1972, during his 
first meeting with President Nixon, Nixon congratulated Mao for having 
transformed an ancient civilization, to which Mao replied, “I have not been 
able to change it. I only achieved it in a few places around Beijing.?!” 

Confucianism is still a subject of debate in the global world, but there is 
no doubt, as Mao tacitly says, that its roots in China will not be easy to 
change. Octavio Paz says that cultures are realities that resist the accidents 
of history and time with immense vitality. 


21 Kissinger, Henry, China, 2012, p.128 
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B. CHINA AND ITS INFLUENCE IN EAST ASIA 

|. EAST ASIA. A COHERENT REGION 

The West has always had an inadequate understanding of East Asia (China, 
Japan, and Korea),” throughout its different stages of coexistence with this 
region. For millennia, the separation between these regions was the product 
of distance, which isolated them from greater contact with the Indo-Euro- 
pean civilization that, at its extreme western end, was maturing with preten- 
tions to universality. 

The intuitions of the other were always present, but the force of the geo- 
graphical and technological obstacles determined that only the exception 
would travel between the two worlds, cultures that developed with an idea of 
exclusivity until the Nineteenth Century. At that time western visitors in the 
form of military and diplomatic advances broke the decadency of the Chi- 
nese imperial period (1839), Japanese isolationism (sakoku), and the bina- 
tional pressure (a shrimp among whales) that Korea has always suffered as 
the hinge country of the area. 

China, Japan, and Korea, due to their geographical proximity, have lived 
for two millennia in an obligatory neighborhood full of vicissitudes that ac- 
companied them with intensity from the birth of their pre-modern states 
until the 19th century. In time, the precocity of the modern Chinese state, 
formalized before our era, set the standard for the exchange of a collective 
regional culture that greatly determined its social and political ethnicity. 

The cultural and geopolitical logic which, to a greater or lesser extent, 
prevailed in the region for nearly two millennia was broken with the arrival 
of the Western powers resulting in a first clash of civilizations that generated 


22 For the purposes of this essay, the term East Asia will only include China, Japan, and Korea for illustrative 
purposes. However, it should be noted that according to the United Nations (UN), the concept includes 
the following countries: China, Hong Kong, Macao, the Democratic People’s Republic of Korea, Japan, 
Mongolia, the Republic of Korea. As for Southeast Asia, the UN includes Brunei, Cambodia, Indonesia, 
Laos, Malaysia, Myanmar, the Philippines, Singapore, Thailand, East Timor, Vietnam. The South Pacific 
is made up of the following sub-regions: Australia and New Zealand, the Christmas Islands, the Cocos 
Islands, the Heard and McDonald Islands, the Norfolk Islands, Melanesia, Fiji, New Caledonia, Papua 
New Guinea, the Solomon Islands, Vanuatu Micronesia: Guam, Kiribati, the Marshall Islands, Micro- 
nesia, Nauru, Northern the Mariana Islands, Palau, the U.S. Overseas Islands, Polynesia, American 
Samoa, the Cook Islands, French Polynesia, Niue, Pitcairn, Samoa, Tokelau, Tonga, Tuvalu, Wallis, and 
the Futuna Islands. As for South Asia or South Asia, it includes the nations of Afghanistan, Bangladesh, 
Bhutan, India, Iran, Maldives, Nepal, Pakistan, and Sri Lanka. Finally, Asia Pacific, which includes 
several sub-regions and encompasses countries on the continents of Asia, Oceania and, in some cases, 
the American continent. This category is not used by the UN for statistical purposes but has gained im- 
portance due to the creation of the Asia-Pacific Cooperation Forum in 1989. Since it is not a specifically 
defined category, the countries that comprise it vary according to the source. The countries that comprise 
it are usually the sum of the subregions it covers: East Asia, Southeast Asia, South Asia, and the South 
Pacific. In some cases, Russia is also considered. In the Asia-Pacific Cooperation Forum, the following 


countries of the American continent are added: Canada, United States, Mexico, Peru, and Chile. 
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a rearrangement of the axioms and actors in the area. These have gradually 
been rebuilt but with this process still being incomplete to date. 

This region, led by China, held great economic, cultural, and geopolitical 
importance for two millennia. Now, since the beginning of the 21* century, 
it is once again gaining greater relevance every day to the point of ushering 
in a transfer from the Era of the Atlantic, managed by the West, to a new Era 
of the Pacific, led by the countries of East and Southeast Asia, which, little 
by little, are taking relevant positions in the economic, social, and political 
fields of the world. This has led to a leadership clash in different ways and 
languages between China and the United States when they appear at the 
same discussion table, debating with increasing intensity, day by day, the at- 
tributes of a complex global hegemony during the first half of the 21st cen- 
tury. The Asian century, has arrived, Mahbubani says, even if the area must 
stumble one or two more times before it rises to the top. 

An interpretive lag on central themes regarding East Asia, such as the 
validity of its millenary culture, the existence of a Confucian Moral State, 
the organizational filial piety of its institutions, the validity of its utopias, the 
nature of its ethnicities, and of the Confucian moral lines of their societies, 
among others, are issues that remain open. This limits a better appreciation 
and understanding of the construction of the political power of their societ- 
ies, the nature of the implementation of their economic models, and the 
ethical-moral behavior of their social organizations. 


Il. THE CULTURAL AFFINITY OF THE AREA. 

Holcombe, when describing East Asia defines it as “The region of the world 
that used the Chinese writing system extensively, and that absorbed through 
these written words, many of the ideas and values of what we call Confu- 
cianism, much of the associated legal and political governance structure, 
and certain specific forms of East Asian Buddhism, ” to which he adds, that 
“East Asia is truly a culturally and historically coherent region, which de- 
serves serious attention as a whole, and not just like a random group of 
individual countries, or some arbitrary lines on a map.” 


THE ORIGINS OF AFFINITY 

East Asia is the right arm of the largest continent in the world, which with its 
geographical characteristics, protected the birth of the three central actors 
of the region. China is its central axis, and the lucidity of Chinese thought 
stands out at the level of the best cultures in the world. Just as Greco-Latin 
thought is a fundamental part of the Western ethos, so the strength of the 


23 Holcombe, Charles, Una historia de Asia Oriental. De los origenes de la civilizacién al siglo XXI 2016, 
pp. 12-13 
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Chinese proposal became the central scaffolding for the construction of the 
East Asian States, in particular, and a relevant influence for the nations of 
Southeast Asia. 

The Chinese tree was born early and strong. When Holcombe asks how 
old China is, he replies that Chinese civilization is often assumed to be the 
oldest in the world, having arisen in the late Stone Age (Neolithic), having 
flourished in the rise of the Bronze Age civilization, which emerged 2000 
BC, and have survived thereafter without interruption to this day. The invi- 
tation is to understand the Chinese and Asian phenomenon beyond a short- 
term vision and looking beyond the individuality of each of its members. 
However, Holcombe, himself, warns that no civilization constitutes a perma- 
nent concrete reality; civilizations are abstractions of historical continuities 
and connections that become meaningful, and they are also have permeable 
frontiers where ideas are exchanged.”4 

For this reason, starting with China to talk about Japan, Korea, and East 
Asia is not only convenient, but it is mandatory. Their coherent kingdoms of 
Xia, Shang, and Zhou, from XXI to III BC, with their high level of civilization, 
make them a starting point, not only for the interpretation of China, but for 
an entire cultural region of rice, silk, and the language of remote times. 

Contrasting with the Chinese development of that time, Japan had the 
Jomon and Yayoi cultures arising about 1000 BC, identified by their pottery 
and a multiplicity of clans. In the case of Korea, there were a greater number 
of social organizations from the XXIII century to the first century BC, such 
as the Old Joseon, Tan-gun, Kija periods, etc., but like Japan, their advance 
with respect to China was asymmetrical. 

Since the times of the Bronze and Iron Ages, the first links within the 
region can already be seen with an inevitable influence of Chinese develop- 
ment on the others within the region. In the case of Japan, for example, in 
its intermediate period (300 BC), when the first early state formations oc- 
curred, the sending to Chinese monarchs of prisoners of war as gifts or trib- 
ute was a frequent practice to obtain recognition. Based on the Chinese 
historiography of the time (Han), which was the only one that existed in this 
period, it was already recorded that in the 1st century BC that there were a 
large number of small kingdoms in the Japanese islands; that King Na of Wa 
(the name that was given to Japan in the Chinese chronicles of that time) 
sent a diplomatic mission to an emperor of the Later Han Dynasty; in 107, 
another Han emperor received gifts from a King of Wa, including 160 
slaves.”> Regarding this, Mori commented “The information about the first 


24 Holcombe, Op. Cit, p. 14 


25 Tanaka, Michiko, “Epoca formativa: los origenes del pueblo y la cultura”, in Tanaka Michiko (Coord.), 
Historia minima de Japén, 2013, pp.39-40 
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kingdoms of the Japanese islands has been transmitted by Chinese history 
books. The oldest records are concentrated in the book of the Han according 
to which the Emperor of China conferred a gold seal on a Japanese King in 
57 AD. The meaning of this was that the records still exist and it was discov- 
ered in North Kyishii in the 18th century.””° Similarly, archaeological evi- 
dence reveals the extensive use of pottery and wares such as bronze mirrors, 
swords, and other implements in Japanese tombs and burials from 1000 BC 
on, which possibly came through Korea during the Yayoi period.?’ 

Korea also experienced Chinese influence starting in its early Bronze and 
Iron Ages. Around 1200 B.C. it developed a culture of black pottery similar 
to that of Longshan China, now the North Shandong province: bronze mir- 
rors, knives, and other ceremonial utensils such as bronze bells from the 5th 
century BC, as Nahm indicates, suggest the cultural influence of China. The 
same sources in the Han Dynasty record books indicated that the kingdom 
of Kija (1120-18 BC) was formed from a split of the Chinese kingdom of 
Shang (Yin), which was defeated by Chou King around 1122 BC. This ac- 
count described that Kija emigrated to Korea with 5,000 followers that re- 
vealed themselves to the Chou government. This Sino-Korean Dynasty 
would later lose part of its dominions and fortresses in the 4th century B.C. 
at the hands of the Chinese Yen or Yan State. However, its records show the 
strong historical ties in the origin of these countries.?* 

This porosity of borders of developing States would also lead to a wave of 
Chinese refugees entering the Korean peninsula at the end of the 3rd centu- 
ry BC due to the establishment of the Qin Dynasty, which ended the creation 
of the first Modern Chinese State in 221 BC. The Chinese general Wiman, 
one of those affected by this integration of peoples, founded the Korean 
kingdom Wiman-Choson, which was defeated by the Han Chinese in 109 
BC; the same Chinese Dynasty then installed the first bases of administra- 
tive control on the ground through which goods collected by the Chinese 
government (salt, iron, agricultural products, etc.) flowed, as well as cultural 
knowledge.” 

China was born ancient with an early integration that shared its values 
with neighboring groups and the different societies of the time. Its difficult 
stages of Spring and Autumn (722-481 BC), and of warring States (403-221 
BGC), although they were convulsive and belligerent between their different 
26 Mori, Hikaru. “Historia y naturaleza juridica del derecho japonés”. In Japon. Una vision juridica y geo- 

politica en el siglo XXI, Arturo Oropeza (Coord.), 2019, p.14. 

27 Vogel, Ezra, China and Japan: Facing History, 2019, p.4 
28 Nahm, Andrew, Korea: Tradition and Transformation: A History of the Korean People, 1996, pp.24, 26 


29 Seligson, Silvia. “Desde los origenes hasta fines del siglo XIV d.C.” In Historia minima de Corea, José 
Luis Le6n Manriquez, (Coord), 2019, pp.35-36. 
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kingdoms, at the same time represented, as already said, one of the most 
lucid times in the generation of political and philosophical thought. The in- 
tegration of China’s last seven pre-modern states carried out by the Qin 
Dynasty pushed it to stages of development superior to those of its neighbors 
in the region. “Unification under one empire, as Hoffman points out, ended 
a long period of war, and gave people the precious gift of security. Preserving 
unity then became an essential part of the very idea of the state, even as 
China was ravaged by rebellions and internal wars. This helped keep the 
empire intact, as did efforts to reduce ethnic differences through education, 
migration, and the imposition of a dominant culture. These efforts, he adds, 
left an indelible mark on ethnic and linguistic differences in China.*” 

The Chinese project developed along the entire cultural horizon. In rela- 
tion to the creation of written language since, around 1200 BC, there are 
records of archaic linguistics whose evolution can be traced to the present 
day. Along with this is documented history from the Zhou Dynasty (1122 
BC-256 BC) that narrates the relevant facts of the area, and its daily life. 
The first evidence of Chinese pottery dates to 7500 BC, at the same time the 
region represented one of the first world centers for the domestication of 
plants and animals, it was one of the great exporters of bronze, and had the 
first cast iron production in the world around 500 BC. In the middle of the 
2nd century BC, China was technologically more advanced and innovative 
than Europe. Among its many advances from the time included (Diamond, 
Midham, Holcombe, etc.) cast iron gutter gates, deep bores, harness for 
transport animals, gunpowder, kites, compasses, paper, printing with mov- 
able (non-metal) typefaces including porcelain, stern rudder, the trolley, 
etc.*! This overflow of development caused China to be the first nation with 
the organized production of food, technology, etc., and in a relevant way, the 
construction of an important social and political organization that contribut- 
ed decisively to the formation of neighboring states. 

Japan and Korea adopted rice cultivation from China in the second 
millennium BC. In the first millennium they obtained important teachings 
on the subjects of bronze metallurgy, pottery, wheat, and barley crops, 
among many others. However, one of the contributions that most influ- 
enced the development of East Asian countries, both individually and col- 
lectively, was language. In this regard, Diamond believes “... the prestige 
that Chinese culture still enjoys in Japan and Korea is so great that Japan 
does not at all intend to abandon its Chinese-derived writing system de- 
spite its inconveniences to represent Japanese words, although Korea is 


30 Hoffman, Phillip, ;Por qué Europa conquist6 el mundo?,2016, p.145 
31 Kaplan, Robert, La venganza de la Geografta, 2013p. 246. 
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finally regularizing now its cumbersome Chinese type writing by the excel- 
lent Hangul alphabet.”* 

Mandarin is presented as the oldest living language on earth, as well as the 
most widely spoken language in the world (20%), with speakers in about 30 
countries. Until the 18th century, more than half of the books published in 
the world were printed in Mandarin.** Of course, this language was born with- 
in a wide range of phonemes. Today more than 130 living languages are still 
registered in China. However, the fact that language and books appeared cen- 
turies before our era, and within them, a philosophical, political, and social 
proposal of the State was lucidly reflected, is a transcendent fact that became 
the main engine of influence on the Chinese civilization of the time. This was 
especially true for Japan and Korea, which did not have a written language at 
the time and lagged in their political organization and cultural formation. 

Until the 6th and 7" centuries, Japan was an illiterate state. Then Chi- 
nese characters began to circulate from those dates, along with a first cen- 
tralized administrative organization influenced by China. Its first historical 
compilations, the Kojiki (712) and the Nihonshoki (720), referring to an- 
tecedents and chronicles of a historical nature, were written in Chinese 
characters. The chapters of the second of these, the Nihonshoki, for exam- 
ple, record the arrival in Japan via Korean scholars of the books of the Ana- 
lects of Confucius and the Thousand Chinese Characters.**4 

Similarly, Korea used the Chinese language as a first form of communica- 
tion, which remained unchanged until the 15th century. Then one of its 
most representative monarchs of the Joseon Dynasty, King Sejong (1418- 
1450), invented an alphabet of 28 characters called Hangul, which was pub- 
lished in 1443. Notwithstanding the above, the strong cultural influence of 
China at the time caused that this proposal was contemptuously received as 
vulgar, “that did not have the literary merit of Chinese writing;” it was even 
outlawed in 1504 by Prince Yeonsan, which is why Mandarin remained the 
privileged means of communication until the 19th century.*® 

The first Korean historiographies appeared in the 12th century, four cen- 
turies after the Japanese, with the publication of the book Sanguk Sagi, writ- 
ten by Kim Pusik at the suggestion of King Injong with Chinese characters 
and Confucian style around 1145. This dealt with the history and customs of 
the Three kingdoms of Koguryo, Paekche and Shilla. A hundred years later, 


32 Diamond, Jared, Armas, gérmenes y acero, 201 8pp.380-389 


33 Asia-Pacific Centre of Education for International Understanding (APCEIU), The Story of Nine Asian 
Alphabets, 2015, p.188 


34 Asia-Pacific Centre of Education for International Understanding (APCEIU), Op. Cit. p. 238. 


35 Romero, Alfredo. “De Choson a Chosen: unién y fractura de la nacién coreana”. In Historia minima de 
Corea, José Luis Le6n Manriquez (Coord.), 2019, p.74. 
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a second book entitled Sanguk Yusa appeared, written with the same charac- 
teristics as its previous simile, although more focused on the legends, tales, 
and stories of the three Korean kingdoms, especially the kingdom of Shilla, 
which ultimately would be the one that would achieve the first unification of 
Korea in 668. These first Korean works had as their immediate reference the 
Han Chinese records, such as the Weizhi, and the Sanguo Zhi, etc. This is 
why Kim Bu-sik commented in the preface to the Sanguk Sagi, “Among the 
scholars and high-ranking officials of today, there are those who are well- 
versed and can discuss in detail the Five Classics and the other philosophical 
treatises... as well as the stories of Qin. and Han, but as for the events of our 
country, they are completely ignorant from beginning to end. This is truly 


unfortunate.”*° 


EAST ASIA AND ITS CULTURAL TRIBUTARISM 

Chinese civilization in East Asia was like a magnet that brought together 
three social organizations that mixed culturally even beyond their political 
desires. From this Chinese influence, but also from Japanese and Korean ad- 
miration of China, with their trying to learn from the Chinese referent, there 
emerged a tax era of a civilizing nature, where the payment of tariffs was the 
least important and where true dependence or taxation was born out of the 
desire to educate themselves in the knowledge of the Chinese Middle King- 
dom in a wide range of modalities, from political organization, bureaucratic 
administrative technique, social organization, technological knowledge, etc. 
This led China to be a beacon of illustration since its foundation until its 
regional decline in the 19th century, which is when Chinese taxation really 
ended. There are authors who mark the tributary era of East Asia only from 
the formal acceptance of the delivery of stipends to the Chinese nation (Vo- 
gel, Nahm, etc.). However, linking the tax period only in the light of a formal 
gesture of surrender or guardianship would severely limit the appreciation 
that can be had of the civilizational exchange of the region based on the 
cultural influence that China always radiated to its neighbors, and to the 
evident use that they made of this influence in an official or veiled way. 

The official tributary policy, as already mentioned, was based on the Asian 
states in formation that voluntarily went to the emperor in turn to request 
the ratification of his mandates in exchange for gifts or tribute. It also oc- 
curred, although to a lesser extent, in the face of Chinese harassment or 
military intervention that intimidated its neighbors, forcing them to recog- 
nize it as the center of the geopolitical system in the area. 

The Chinese Middle Kingdom was the undisputed leader of its region for 


36 Preface to the work, Sanguk Sagi, written by Kim Bu-sik in the year 1145, Lee, Peter, Sourcebook of 
Korean Civilization, 1992 
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most of modern time. Its civilizing and tributary influence not only affected 
Korea and Japan, but also how will it be abundant later spread to remote 
regions such as the Kingdom of Champa, Annam; Tibet, Java, Central Asia, 
the Rytkyi Islands, regions of India, Malaysia, Borneo, Sumatra, Iran, and 
other regions of Asia.*” Reaching its greatest territorial height during the 
Tang and Qing Dynasties, the Chinese empire comprised a surface of more 
than 5.4 and 13 million km,2 respectively.** 

As is well-known (Kissinger, Fairbank, Vogel, Botton, etc.), Chinese trib- 
utarism departed from the tradition of Western peoples, of conquest and 
plunder, but was derived from a moralistic construction of power, internal 
and external, in which China was divined as the center of a confused world 
order from which the explanation and disposition of things emerged.Under 
this tributary worldview, the East Asia region was hierarchically organized as 
a family with reciprocal duties and obligations, where China was presented 
as the geopolitical center of the region and the world. 

Under this idea of cosmic superiority, but also of shared responsibility, 
China managed the visits of its neighbors with great attention and gifts in 
exchange for the greatest respect for the emperor (Kowtow), in his capacity 
as Son of Heaven, but also under a Confucian idea of filial piety, to esteem 
China as the father of an integrated regional state. 

In the case of Korea, for example, Romero comments that this extended 
family figure advocated by Confucian ideology, governed society not only 
internally, but also included political relations with neighboring nations, 
which were considered as an extension of interpersonal relationships. This 
implied that the Chinese emperor should be recognized as the elder brother 
of the Korean State. This relationship appeared to be contained in the ex- 
pression sadae kyorin, whose first term meant to serve the greatest (China), 
while the second referred to the maintenance of friendly relations between 
neighbors (Japan). This sentence came from ancient Chinese political phi- 
losophy and was linked to the mutual responsibilities that must exist be- 
tween the son and the father, which by analogy constituted what some au- 
thors have called “the Chinese world order” (Fairbank 1968).*° 

In the East Asian region, one could speak of three types of Chinese taxa- 
tion. The most extensive and which remains to this day, is the one that refers 
to the civilizing issue which occurs between the three countries beyond their 
own wills. The second, geopolitical in nature is the one that corresponds to 
the Chinese hegemony that was deployed in the area over two millennia ac- 
cording to the circumstances of each moment that ended at the end of the 


37 Botton Beja, Flora, China: su historia y cultura hasta 1800, 2010, p. 313 
38 Qixiang, Tan, The Historical Atlas of China, China Map Press, 1982 
39 Romero, Alfredo, Op. Cit., pp. 75-76 
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19th century, before the geopolitical rise of Japan; and the latter or tradition- 
al, which is measured only through empirical evidence of voluntary or forced 
tax acceptance both from Japan and Korea, throughout more than two mil- 
lennia of their life together.*° 


Ill. CONFUCIANISM AND ITS IMPORTANCE IN REGIONAL COHESION 

East Asia was born under the influence of Confucian thought that already 
inhabited its region before the formal appearance of each of its three states. 
The idea of the construction of a moral State proposed by Confucius (551 
B.C. 479 B.C.) predates the modern Chinese State by a quarter of a century; 
almost a millennium to the first Korean unification of Shilla and nearly two 
millennia to the Japanese unification of Tokugawa. Its philosophical-politi- 
cal approach, constantly renewed by its followers through the centuries, has 
accompanied East Asia throughout its modern life. 


CONFUCIANISM IN JAPAN 

From its first pre-modern states, through Korea, Japan received the political 
and social ideas of Confucianism that was gradually incorporated into the 
construction of its ethnicity and political organization. From the 3rd and 4th 
centuries, tradition already speaks of the first Confucian antecedents on the 
island. In the year 513, the king of Packche, one of the three Korean kingdoms 
of the time, sent doctors to Japan that specialized in the five classical books of 
China. This inaugurated the intermittent arrival of Chinese and Korean schol- 
ars who were in charge of disseminating Confucian thought of the time.*! 

Confucian influence in the 6th and 7th centuries was fundamental in the 
construction of the first political organizations. Under its rules, the nobility 
was organized, protocols were established, and customs and habits were in- 
augurated. In Korea and China public administration found a theoretical 
foundation for both its centralization and its bureaucratic organization. Yam- 
ato and Soga were two of the early kingdoms that assimilated the Chi- 
nese-Confucian model for the organization of political power and social or- 
ganization of their time. The Chinese language was the medium that 
facilitated and accelerated this learning process. 

The interaction of the Imperial Academy, which was built mainly to dis- 
seminate Confucian knowledge, appeared from the 7th century with similar 
replicas in each of the provincial capitals. This Academy, and its various 
schools, were mainly dedicated to the teaching of Chinese classical studies, 


40 With respect to Japan, for example, Vogel only accepts the existence of three tributary periods: from 600 


to 838 as the most important; from 1403 to 1547 when this was accepted openly by Japan; and 1547- 
1862, when there werent official relations (Vogel, Op. Cit, p. 31). 


41 Tanaka, Michiko, Op. Cit., p.50 
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as well as to the preparation of meritocratic examinations for aspiring offi- 
cials of the central or provincial government, examinations that, unlike in 
Korea and China, were mediatized over time by the feudal nobility. 

Smith comments that some of the clearest evidence of the early influence 
of Confucianism in Japan comes through the founding document of the Sev- 
enteen Articles of Prince Shétoku, which were promulgated in 604 under the 
reign of Princess Suiko.” In this document, known as the Shdtoku Constitu- 
tion, Confucianism was decisive in the organization of a central power of a 
vertical nature (filial piety), as well as in the duties of the people to their 
sovereign. In its second article, for example, the Constitution described the 
vertical forms of power and morality as essential elements of the State: that 
superiors act and inferiors obey; that ritual, justice, trust, and harmony be 
respected; that wickedness be punished. These were the criteria of a relevant 
document of Japanese history that, as Mason and Caiger point out, were bor- 
rowed from Confucian doctrine43 to build the first links of the Japanese state. 

In 646,Emperor Kotoku continued the lines of political control and social 
organization through his Edict of the Four Articles, by which he limited the 
political participation of the rest of the clans by means of a more advanced 
central order of Chinese influence. The content of this Edict is pointed out by 
some specialists (Vogel), as an important influence on the Five Articles Edict 
issued in 1868 by the Meiji restoration. In 701 the Taiho Code appeared, 
which strengthened and expanded the teaching of Confucianism and Chinese 
scripture by reinforcing respect for its five bonds of filial piety, especially in 
the military, government, and family. This Code was made with the advice of 
Chinese scholars. Also, in 718, the Yoro Code abounds in Confucian themes 
and introduces the Chinese well-field system that prevailed since the ninth 
century B.C. during the Zhou Dynasty. The Riten-Ry6 codes in the 8th cen- 
tury were created under the influence of the Tang Dynasty legal system. The 
Riten Code, which established criminal law, and the Ryd Code of an adminis- 
trative nature also emerged under an ideal of Confucian justice. This codifi- 
cation, Chapoy notes, was worked under the principles of the Chinese model, 
giving the utmost importance to the organization of state powers and to the 
punishment of undesired conduct. The practice of these activities, he adds, 
was what made the field of law develop in Japan. The precepts of this era were 
mainly of a moral character, since, following Confucian principles, their pur- 
pose was to invite good and punish bad behavior. Their ultimate aim was to 
gain access to the ignorant to direct them towards a Confucian ideal.“ 

42 Smith, Warren, Confucianism in Modern Japan. A Study of Conservatism in Japanese Intellectual History, 

1959, p. 6 
43 Mason, R., Caiger, J., A History of Japan, 1997, p. 41 


44 Bonifaz Chapoy, Dolores, Evolucidén del concepto de derecho en Japon, 2010, p. 12 
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Throughout the period of the ancient kingdoms and the medieval shogu- 
nate, Confucianism behaved in a way that depended on the vicissitudes that 
prevailed within the struggle for power of the different clans and kingdoms, 
just as happened in the evolution of Confucianism in the internal life of 
China. In the Kamakura and Muromachi periods (1185-1573), where there 
was a return to diplomatic and commercial relations with China, Japan ad- 
opted the lines of a neo-Confucianism led by the thought of Zhu Xi (1130- 
1200), a scholar of the Song Dynasty (960-1279), which motivated a return 
to the classics (Confucius, Mencius, etc.). There was a deepening of Confu- 
cianism and a delving into the agnostic politics of power and society, ad- 
dressing sophisticated metaphysical speculations on physical reality and the 
foundations of human knowledge. Japan’s advance towards a more robust 
political integration through the arrival of Tokugawa Ieyasu’s Shogunate in 
1603 generated a new political and social stability that benefited the cultural 
rapprochement with China and Confucian principles. 

As an interesting example of the Confucian influence on political and 
social life in the Tokugawa period, in 1649 the Shogun Iemitsu decreed the 
following to the populace: 

“People must have deep love and respect for their parents. This love is 
manifested, in the first place, in taking care of them so that they do not get 
sick and remain healthy. But the most pleasant thing for parents is that their 
children do not get drunk, that they do not start quarrels and that they be- 
have well; that siblings live together amicably, that the older ones protect the 
younger ones, and the younger ones obey the older ones.”*° 

As can be seen from the above, Confucian doctrine was widely dissemi- 
nated by the shogunates among the peasant population as a measure of con- 
trol, but also as education of a form of behavior that with its general accep- 
tance and the passage of centuries, was transformed into an ethnicity, and as 
Prince Shotoku pointed out, Confucianism became the trunk of the tree of 
a Japanese civilization of Shinto roots and Buddhist fruits. The above cer- 
tainly does not disprove the enlightened Confucian education of the Bakufu, 
the literati or Daimy6; but it does endorse the universalization of Confucian- 
ism through its various forms of acculturation over time. Even in the Kasei 
period, where a heterodoxy of the doctrine appears, as Tanaka indicates, 
Confucian teachings were widely disseminated in the middle, urban and 
rural strata of the Japanese population.*® 

In the seventeenth century, along with stability and greater political inte- 
gration in Japan (Pax Tokugawa), a nationalist current was born that sought 


45 Tanaka, Michiko, Op. Cit., p.139 


46 Ibidem, p. 170 
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to distance itself from overdependence on Chinese civilization through the 
impulse of a movement known as “National Studies” (Kokugaku), which led 
to the promotion of both Shintoism and Buddhist religion. However, until 
the end of the Tokugawa period in the 19th century, these studies could not 
replace the strength of a Japanese neo-Confucianism which, as Vogel points 
out, at that time represented the best Confucian tradition in the region in- 
cluding China.*” 

For its richness of thought and development, the Confucian tradition in 
Japan during the Edo-Tokugawa period (1603-1868) is compared to the Chi- 
nese cycle of the “100 schools.” Fukiwara Saka (1561-1619), with his stud- 
ies on human nature; Nakae Toju (1608-1648),with his proposals on filial 
piety; Kumazawa Banzan (1619-1691), with his studies regarding the virtues 
of governance; Kaibara Ekken (1630-1714), with the pursuit of happiness; 
Asami Keisai, (1652-1711) regarding issues of rulers and tradition; especial- 
ly Ogyi Sorai (1666-1728) with his debates on Answers to Questions; Ni- 
nomiya Sontoku (1787-1856) with his works on the good life, Buddhism, 
Daoism and Confucianism, are just a sample of the validity and practice of a 
Confucian thought that became its own and was enriched under a local vi- 
sion of its own characteristics.** 

After a millennium where the first ancient kingdoms initiated the con- 
struction of the Japanese state under Chinese-Confucian precepts and prin- 
ciples; that Prince Shétoku established the first constitution with Confucian 
content; the most successful state integration under the aegis of the Tokuga- 
wa Shogunate, gave rise to one of the most lucid and prolific Confucian pe- 
riods of the island. 

The Tokugawa regime with its class hierarchy, its bureaucracy, its compli- 
cated coordination of daimyo throughout the country, etc., generally privi- 
leged a culture based on moral values; giving a special place to loyalty as a 
fortunate vertical form of filial piety to exercise and justify the construction 
and administration of power, similar to what is pointed out in classical Chi- 
nese texts. 

Along these lines of the moral commitment of power, the Tokugawa Sho- 
gunate in its quest for social order and efficient administration, as Confucius 
recognized, gave priority to the education of the people and the propagation 
of the administration of the laws. As Kasulis comments, “No tradition in Ja- 
pan valued literacy and appreciation of classical moral texts as much as Con- 
fucianism, and the secular academies were part of a cultural movement that, 


47 Vogel, Ezra, Op. Cit, p.60 


48 Heisig, James, et.al. La filosofia japonesa en sus textos, 2016, pp. 315-471 
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as mentioned above, made Japan in the 17'* century one of the most literate, 
if not the most literate, country in the world.”*” 

The Tokugawa rule allowed the development of a cultural base that propi- 
tiated the golden century of Confucian philosophy in Japan. Throughout this 
period, Confucian philosophers formed part of the Shogunate’s power struc- 
ture, including the support of the military class (Samurai), as well as, as al- 
ready mentioned, that of the peasants, artisans, and merchants in general. 

The second part of the 19'* century was characterized by a profound dis- 
ruption caused by the arrival of the West, which shook the structures not 
only of Japan, but of East Asia as a whole. The Meiji era before its resto- 
ration, together with the “National Studies”, attempted a displacement of 
ancient Confucian thought, in a double opportunity of regional and cultural 
repositioning. The Meiji era promoted the construction of its own narrative 
through the veneration of the past, which led to the declaration of Shinto as 
the national ideology of the State in 1890, to which could be added that 
in 1940, Prime Minister Fumimaro also recognized it as the only religion 
of the country. However, despite this important fact about the construc- 
tion of the new Japanese identity, in the middle of the Meiji era, the Min- 
ister of Education Fukuoka Takachika, despite the new Shinto ideology, 
could not avoid declaring that “In matters of discipline we must promote 
the only moral thought of this empire, which refers to the following of the 
doctrines of Confucianism.” Without neglecting the importance of Shin- 
toism for the political and social life of Japan, as Smith recognizes, Shinto 
nationalism and Confucianism communicate and consult with each other 
in a permanent way since their birth. This is based on a Confucian ethic 
of common values and a political and social order of a vertical nature at all 
levels, from a Confucian principle of filial piety as the starting point for 
organizing the State, and the utmost loyalty and devotion to the Emperor, 
as the established central power.” 

However, despite the banishment attempted by the Meiji era, Confucian- 
ism continues to manifest itself in many ways: in a subtle way, before the first 
construction of the word “philosophy”, which emerged in this period through 
a neologism that derived from ancient and modern Confucianism. However, 
more influential than the fact that the new word “Tetsugaku” catapulted 
Confucianism to the forefront of the “new” Japanese philosophy, was the 
work of Inoue Tetsujiro (1855-1944), the first Japanese to obtain an academ- 
ic position in philosophy at the Imperial University of Tokyo. In his important 
trilogy, he revealed the importance of Confucian thought and its relevance in 


49 Kasulis, Thomas, La Filosofia japonesa en su historia, 2019, p.321 
50 Smith, Warren, Op. Cit., pp.47-237 
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the Japanese philosophical corpus produced in the Tokugawa era. Inoue’s 
studies persuaded many Japanese and Western scholars that Confucianism 
had been a vitally important element in the Japanese tradition,” comments 
Heisig on the subject.”*! 

Confucianism and its influence in Japan are a topic that came into debate 
with the end of its tributary era with China, a debate that became more com- 
plex with the economic and political success of Japan since the late nine- 
teenth century and the second part of the twentieth century. Then the topic 
was relegated in parallel to the construction of a Japanese cultural history of 
its own, with this even being considered as a taboo discipline in intellectual 
and political circles of the country. New authors such as Kang Xiaoguang, 
Jiang Qing or Kiri Paramore, structured new confrontations and realities 
against the “Leninism of the Chinese Communist Party,” or the neo-liberal 
laissez faire, laissez passer, or conservative cultural nationalism, among oth- 
ers. New Confucian movements in Taiwan, Hong Kong, Singapore, China, 
etc., are part of a never-ending debate. However, scholars such as Abe Yoshio, 
Watanabe Hiroshi, Kojima Yasunori, etc., are part of a new wave of scholar- 
ship on the study of Confucianism in Japan and the rest of Asia. Scholars 
such as Yonaha Jun (The Meaning of Japan), an intellectual of great bril- 
liance and highly respected in Japan today, irreverently and eruditely recon- 
structs the historical passage of Confucianism in Japan as part of a Hunting- 
tonian event, a clash between the Chinese civilization and Japanese 
civilizations, in the hypothetical framework of the Westphalian agreements. 
Maruyama Masao, for his part, from 1945 onwards inspired the “Maruyama 
rule,” which consists of speaking of Confucianism without mentioning its 
name. Today, as Paramore points out, the taboo on talking about the shared 
cultural forms in East Asia has shifted to a limitation of the subject derived 
from the challenges that both countries face in the 21st century.” 


CONFUCIANISM IN KOREA 

Korea is a nation relevant to the Confucian geography of East Asia. It be- 
longs to that cultural community where people still eat with chopsticks, 
celebrate the tea ceremony, wear baggy attire, speak languages of com- 
mon origin and where people still bow in respect, which, as Chang warns, 
makes them distinguishable from Western culture. In a special way, Chang 
adds, food, clothing and housing are relevant, but family, social life and 
human relations are more so, and in this area, Confucius offered a set of 
rules to be used, a series of principles and special codes for human beings 


51 Heisig, James, et.al. Op. Cit., pp. 315-317 


52 Paramore, Kiri, Japanese Confucianism. A cultural History, 2016, pp. 173-182 
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to differentiate themselves from animals, to love and respect their fellow 
human beings as well as themselves; and along with this, he proposed filial 
piety as the structure of an ordered and hierarchical society in the frame- 
work of a moral relationship of mutual commitments.” 

Korea, Yao comments, was perhaps the first country in which Confucian- 
ism exerted a sweeping influence that not only prevailed in the past, but in 
an important way is still relevant in 21st century Korea. Yun adds, “Korean 
Confucianism clearly contributed to the formation of a sense of national 
identity and sovereignty and became a major force in the evolution of Korean 
history. It has provided a universal cultural consequence that has given rise 
to a value system directly related to a highly developed view of ethics and 
politics and has helped to stimulate a unique national consciousness directly 
related to the existence and future prosperity of the Korean people.”™ 

Korea managed to unify its state beginning in the year 668; however, 
Confucianism was present in its first social organizations. Both the Nihon 
Shoki and the Kojiki, the oldest books in Japan, attest to the arrival of Con- 
fucianism in Japan, when Wang Ren, a teacher from the Korean kingdom of 
Paekche, introduced the book of the Analects of Confucius, as well as the 
classic, the Thousand Characters. Likewise, the first written history of Ko- 
rea, the Sanguk Sagi, indicates that in 372, during the reign of Koguryo, the 
nobles were already studying the Confucian classics at the National Acade- 
my (Tae Hak), which, as in the case of Japan, was reproduced in time to 
other Korean localities. The Korean kingdom of Paekche also initiated Con- 
fucian studies around the same time, which due to its proximity and commu- 
nication with Japan, functioned as the cultural bridge to introduce Confu- 
cian knowledge to the island. Shilla, the third of the three kingdoms, and the 
one that consolidated the Korean unification, was not an exception; its lead- 
er Muyol, visited Tang China in 648 and later became King, sending large 
groups of young people to study in China, preparing themselves in the orga- 
nization of the administration of the kingdom. Confucianism appears with 
such force in its society and political power, that it has come to be said that 
Korea is the most Confucian country in East Asia (Chang, Yao, etc.). In the 
9th century, as it was in the 7th century in Japan under Prince Shotoku, the 
Korean scholar Choi Chi-Won (858-951) declared that the Korean religion 
was a composite of Confucianism, Buddhism and Taoism, helped stimulate 
a unique national consciousness directly related to the existence and future 
prosperity of the Korean people. 


53 Chang Chi Yun, Confucianismo. Una interpretacién moderna, 2016, pp.375-376 
54 Yun in Yao Xinzhong, El confucianismo, 2001, p. 151 
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Confucianism in Korea is presented as a political and social philosophy 
that developed along with its first pre-modern states and was taught in acad- 
emies, schools, books, etc., by the State itself. Its diffusion became more 
successful with the use of the Chinese language, which in addition to giving 
the country its first communication bridge, introduced it to an explanation of 
its social and political life that gradually became part of its ethnicity. Confu- 
cianism in Korea, as in Japan and China, developed alongside Buddhism, 
which also participated in combination with other alternatives in the con- 
struction of the country’s ethnicity and culture. However, due to its own char- 
acteristics of being a political and social philosophy, agnostic and temporary, 
Confucianism overflowed them, surviving through the centuries until today. 

In the case of China, despite the success of Buddhism from 500 to 850, 
mainly during the Sui and Tang Dynasties, the Confucian scholars and bu- 
reaucracy exercised control over the Buddhist church, preventing it from 
minimizing the power of the Confucian State as the essential source of the 
political and social order of the country; besides, in Buddhist schools and 
monasteries the Confucian classics were studied, especially regarding the 
moral supply of the State and society. As for Taoism, “... by its nature, it 
could not become an energetic organized force in Chinese politics, since it 
expressed an alternative to Confucianism in the realm of personal beliefs, 
but in practice, it left the field open to the Confucians.”* Finally, as Yao 
notes, “Through Confucian efforts to limit the extreme practices of Bud- 
dhism, and Buddhist efforts to adapt to Confucian policies, a gradual accli- 
matization of Buddhism to the Chinese scene took place, and the Buddhist 
monk became a Chinese subject and the monastic community a religious 
organization under the jurisdiction of the imperial bureaucracy. Buddhism 
had become politically sinicized.”** In the Korean case this thought interac- 
tion had a similar development. 

Korean Confucianism modulated its historical presence, but far from dis- 
appearing in time, it gradually became embedded in the reality of the coun- 
try. Scholars initiated the interpretation of the Chinese classics in Korea 
centuries earlier than in Japan. Choi Chun, for example, known for his work 
as the Confucius of the East, during the 11th century, pointed out that from 
the Joseon (Yi) Dynasty (1392), Confucianism departed from Buddhism to 
become the foundation of Korean society, which is documented within its 
different historical currents. In the 14th century, An Hyang (1243-1306), 
Chung Mong-Ju (1320-1392), Yi Saek (1328-1395) spread the neo-Confucian 
thought of the school of Cheng Zhu (Cheng Hao, Cheng Yi, and especially 


55 Fairbank, John King, China, una nueva historia, Andrés Bello, 1996, p.111 
56 Yao, Op. Cit. p. 294 


49 


DR © 2022. Universidad Nacional Aut6noma de México-Instituto de Investigaciones Juridicas 


Esta obra forma parte del acervo de la Biblioteca Juridica Virtual del Instituto detavestig s Juridicas de JaNU 


www. juridicas.unam.mx so mee compete ¥ 
https://biblio.juridicas.unam.mx/bjv 
< ae 
: = a 
oe 


Zhu Xi). In the 16th century, Kyong-Dok (1489-1546) systematized the 
Neo-Confucian ideas of Zhang Zai and Zhou Dunyi, notable scholars of his 
time. At the time of the great scholars Yi Hwang (better known by his pseud- 
onym Toegye, 1501-1570) and Yi I (Yulgok 1536-1584), two of the most 
notable names in Korean Confucianism, intense debates occurred on the 
Four Beginnings (the Four Sprouts of the virtues, or the Four Good Disposi- 
tions) (Mencius), in relation to the Seven Emotions (joy, anger, sorrow, fear, 
love, hatred, and desire), the generation of a Confucian debate with Korean 
roots that has continued throughout its history. T’oegye, Korea’s greatest 
Neo-Confucian scholar, noted for his contributions on Zhu Xi, is known as 
the Zhu Xi of the East. In the 17th and 18th century, in tune with Qing 
Neo-Confucianism, a new stream of practical learning (Silhak) appeared 
which refocused on social and public welfare reform, passing through the 
compromise of the monarchy. In this line, Yong Yak Yong (1762-1836) pushed 
Confucian knowledge towards better teaching of social and political reali- 
ties, calling for a return to the Analects of Confucius, i.e., to the original 
principles of the Confucian model. In the 19th and the early 20th century, 
another movement arose that sought the recovery of the central ideas of 
Confucianism for the improvement of social and political outcomes. Orien- 
tal learning (Tonghak) appeared as a new school initiated by Choi Te-Wu 
(1824-1864) and Choi Si-Hyong (1829-1898), in the face of the Western 
arrival, which sought to reform the feudal system and overcome the old cus- 
toms that limited the welfare of the people.” 

Within the framework of the difficult Confucian debate in the face of the 
Western invasion of East Asia, as in China and Japan, the orthodox and re- 
newed schools had a difficult period of orphanism and mutual reclamations, 
especially because of their hegemonic dependence on China at the end of 
the same century. 

Finally, as Yao comments, “Korea has traditionally prided itself on being a 
more (orthodoxly) Confucian nation than the homeland of Confucianism.”** 

The differences between the West and East Asia are real. They are histor- 
ical, political, economic, cultural, and part of a shared axiality that bifurcat- 
ed in time, where East Asia has a better understanding and appropriation of 
the West, while the latter has not concluded a valid diagnosis of the other. 

Cultural and historical issues must be incorporated into the analysis of 
East Asia and Southeast Asia. 

Historical factors will be very useful in identifying East Asian actors 
through their own axioms and myths. Knowing how they are, how they think, 


57 Yao, Op. Cit, pp. 152-159 


58 Ibidem, p. 158 
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what they intend, how they intertwine, etc. is of great help to decipher, in 
this case, three tigers inhabiting the same mountain, to understand three 
sources of the same river. 


C. CHINA AND ITS INFLUENCE IN SOUTHEAST ASIA 

|. SOUTHEAST ASIA AND ITS CULTURAL BALKANIZATION 

There is no simple way to define Southeast Asia or to describe the important 
cultural currents that have influenced it since its origins; neither its original 
societies nor those that come from its proximity to Chinese, Indian, Islamic, 
Western civilizations, among others. 

Despite its importance, over time Southeast Asia distinguished itself by 
lacking an identity and a proper name that would differentiate it from other 
countries or geographical areas of its own continent. 

From a Chinese perspective, Southeast Asia was considered part of the 
nanyang, like a continuum of the South Sea. From India’s ancestral view, it 
was known as Subarnadvipa, which is translated as the Golden Island; or 
Suvarnabhumi or The Golden Land. For his part, the Greek cosmographer 
Claudius Ptolemy, from Egypt, already spoke of the India Extra Gangem 
Fluvium, or India beyond the Ganges.*” 

For centuries the region has been struggling for a credible and solid inte- 
gration, which could give it perspective with respect to other regions of the 
world, within the framework of a vast Asian area that generates powerful 
civilizations such as the Chinese, Indian, Russian, Japanese, Muslim, etc. 

Southeast Asia, within the framework of its history, has also been known 
as Far East Asia or the Hindu States of the Far East (George Coedés); the 
Hindu-Javanese region (N.J. Krom), etc. Similarly, it has been improperly 
generalized as Indochina, a term that was imposed by the French in the 19% 
century when trying to locate their arrival in the area with respect to the 
territories of Vietnam, Laos, and Cambodia; although its use became wide- 
spread for recognizing the geographical boundaries of the region from Bur- 
ma to Hong Kong. 

Another name for the area that appeared at the end of World War II was 
Seasia to refer, in general, to Southeast Asia. It arose from the historian 
O.W. Wolters who was trying to collaborate in building a unified narrative 
of the area.*! The term Southeast Asia, which encompasses the states of 
Burma, Thailand, Laos, Vietnam, Cambodia, Malaysia, Indonesia, and the 
Philippines, is relatively recent, like the previous ones, as it was used in 


59 Miksic, John Norman, Yian, Goh Geok, Ancient Southeast Asia, 2017, p. 1 


60 The term Indochina is usually attributed jointly to the Danish-French geographer Conrad Malte-Brun in 
1804; and the Scottish linguist John Leyden who used the term in 1804 (Wikipedia 2021). 


61 Miksic, John Norman, Yian, Goh Geok, Op.Cit., p. 4 
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1943 to integrate the Command of Southeast Asia to lead hostilities against 
the Japanese.” 

Currently, Southeast Asia, South-east Asia, also called Southeast of Asia, 
Indochina, Seasia or Southeastern Asia, comprises an area of approximately 
4.5 million km? representing 3% of the earth’s surface, in which lives a pop- 
ulation of approximately 600 million people, representing 11.5% of the 
world’s population. In general, an integration formed by ten countries is 
recognized: among them are Myanmar, Laos, Thailand, Vietnam, Cambodia, 
Malaysia, Singapore, the Philippines, Brunei, and Indonesia (the United Na- 
tions (UN), includes East Timor in this area), which form a wide kaleido- 
scope of languages, races, and cultures that have inhabited the area since 
ancient times. 

Under a combined integration of islands and mainland; with a geography 
that draws a capricious neighborhood, the region has on one hand, as an 
original neighbor, a wide sea that surrounds it on all sides, which has shaped 
both its ethnicity and its economy over time. On its northern side, on the 
other hand, Vietnam, Laos, Thailand, and Myanmar share a wide border 
with South China, one of the oldest civilizations in the world, which has al- 
ways determined both its origin and its development. On the west side, they 
live in close proximity to Bhutan, Bangladesh, and India. For many centuries 
it was a geographical gateway to India, one of the oldest civilizational empo- 
riums of humanity. 

In addition to being boxed in by the sea and the borders of China and 
India, another element that has influenced the course of Southeast Asia is a 
geographical power represented by the mountain ranges that run along the 
entire Himalayas towards Southeast Asia; by an orographic cord that goes 
from South China to the South China Sea, represented geologically by the 
great Asian landmass, which, in the case of Southeast Asia, ends up in a se- 
ries of mountain ranges that run in general from North to South throughout 
Indochina and then through the islands of Indonesia until reaching the Phil- 
ippines, like a backbone that runs through Arakan, the Andaman Islands and 
Nicobar; it continues through Sumatra, Java and Bali and then making a 
curve through the Tanimbar and Kay Islands to Seram and Buru. Other 
slopes run through the mountain ranges between Burma and Thailand con- 
tinuing through the Malay Peninsula, returning in curve through Borneo 
and the Philippines; “So, the geological map of Southeast Asia looks like two 
arcs tucked inside each other; both start from the mountainous areas of 
northern Indochina. The presence of these mountain ranges has often been 
a barrier to communication and peoples’ movement in the history of South- 


62 Villiers, John, Asia sudoriental antes de la época colonial, 2017, p. 3 
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east Asia. The mountain ranges leading from Sumatra to the Banda Sea are 
largely volcanic and the activity from the archipelago’s multiple volcanoes 
has played an important role in the high fertility of many islands by scatter- 
ing ash and increasing rainfall density.” This North-South pattern of rivers 
and mountains also explains one of the most constant elements in the histo- 
ry of the peoples of Southeast Asia, their tendency to move south from the 
mountain areas, through the river valleys towards the fertile plains and del- 
tas, and often beyond, towards the islands.” 

Pre-modern societies in Southeast Asia already showed important lines of 
development in their political and social organization. Advanced irrigation 
and agricultural techniques and complicated handicrafts as well as various 
forms of social organization, class system, oligarchies, and tribal confedera- 
tions were part of an autochthonous regional development that is presented 
as the first starting point in the construction of a southeastern building that 
has always encompassed multiple ethnic groups of great wealth. At the same 
time, the influence of more developed neighboring civilizations such as the 
Indian, Chinese, Muslim, and finally Western, would generate over time 
what has been called the most complex “Asian balkanization” (Charles A. 
Fisher) in the world. 

Over time, this generated a mosaic of cultures where Buddhist, Christian, 
Islamic, Taoist, Hindu, etc. beliefs coexist daily; where approximately 240 
million Muslims, 130 million Christians, 140 million Buddhists, 7 million 
Hindus, etc. communicate and do business. They speak hundreds of lan- 
guages that are grouped into about four families in which the Austronesian 
stands out, which includes the languages of Indonesia, Malaysia, and the 
Philippines; as well as the languages used in Polynesia, Hawaii, and New 
Zealand. Austroasiatic includes Khmer and Vietnamese. Thai covers the lan- 
guages of Thailand and Laos, as well as the Tibeto-Burman (Burmese). All 
these families were mixed to a greater or lesser extent with Sanskrit, Chi- 
nese, Arabic, Portuguese, German, English, etc. By recognizing the original 
and most important civilizing sources in the area, an open debate continues 
on which neighboring influences were the most powerful in Southeast Asia. 

In light of the results of religious or cultural allegiances, over time the 
Muslim influence captured a little more than 45% of the population of the 
area, leaving a percentage similar to the sum of the Buddhist and Christian 
population in very similar proportions; and paradoxically places Hinduism, 
which according to various authors (Villiers, Miksic, Mahbubani etc.) was 
the oldest and broadest influence that the region had over time, on a purely 
informative level. 


63 Ibid, p. 6 
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It is said that the Indian influence in Southeast Asia is more than 3,000 
years old, and that this process of Indianization developed in a variable way 
depending on the area in question; underlining the Indian character of 
much of the art, religious practices, social organization, and customs in 
Cambodia or modern Java, although its presence is not easily noticed in 
Vietnam or the Philippines. 

The Chinese influence, on the other hand, stands out clearly in Vietnam, 
to the extent that the ancient societies of Tonkin and Annam (today Vietnam) 
were subjected from very early on to an intense Sinicization, unlike other 
areas of Southeast Asia that did not register the evident impact of Confucian 
culture. Similarly, one can speak of a strong presence of the Chinese culture 
in Thailand, where in the 18"* century (1782) King Rama I ruled as a king of 
Chinese descent, as did his successor, King Mongkut (1851-1868), who pro- 
claimed his Chinese lineage very proudly. Regarding this Chinese influence 
in Thailand, Mahbubani points out that it is of such magnitude that it is 
difficult to distinguish Thai from Chinese in Thai society. Also today, Chi- 
nese influence must be added into Singapore and Malaysia, where the per- 
centage of the population of Chinese descent in those countries is 75% and 
25%, respectively. 

Under an overall view, when discussing Indochinese influence in the re- 
gion, Cotterell believes that India’s presence is seen as a source of the area’s 
religious ideas, and China has always been interpreted as playing a political 
role. Mahbubani, for his part, tells us that Southeast Asia is part of the San- 
skrit cultural world, and that China actually impacts the political and eco- 
nomic issues of the region. 

Villiers also comments that the Chinese presence in Southeast Asia has 
been fundamentally political and economic rather than cultural, citing the 
idea that its civilization was superior to any other and that dealing with the 
barbarians of the South could not yield many valuable results. He also adds 
that most of the states of Southeast Asia regarded China as the greatest em- 
pire on earth and the source of all civilization. 

For different geographical, historical, and cultural reasons, and despite 
the enormous strength of the Chinese civilization, its civilizational influence 
in its four cardinal axes: East Asia, North Asia, Central Asia, and Southeast 
Asia, showed different degrees of influence; being greatest by far in East Asia 
where it built a civilizing tributary system from its origin until the end of the 
19" century. 

Its immediate northern zone, the Mongolias, Manchuria and East Turke- 
stan, also registered a profound influence of civilizational Confucianism. 


64 Villiers, Op. Cit., p. 63 
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In Central Asia, geographical and ethnic conditions and the presence of 
other relevant empires prevented a further flourishing of cultural Confu- 
cianism even though China has been present since the second century B.C. 
Similarly, Southeast Asia, for its own reasons, also presents a varied kaleido- 
scope of the different cultural expressions of the Chinese civilization. 

Southeast Asia has vestiges of the Chinese presence from the first centu- 
ries of our era, where for example, ceramic vessels and bronze artifacts from 
the Han dynasty have been found on several Indonesian islands; even a Su- 
matran vessel dating back to 45 B.C.; a bowl engraved with Chinese shapes 
and Han-style horses, etc.® 

Beyond these historical discoveries of Chinese cultural products that ap- 
pear in the region’s anthropological sites, there is evidence that Southeast 
Asia paid tribute to various Chinese emperors from their first political orga- 
nizations (Mahbubani, Villiers, Cotterell, etc.), as is the case of the kingdom 
of Funan (3 century 6" century, approximately), which together with its 
name of Chinese origin, sent tributes to China from its first political organi- 
zations until its decline and disappearance; in the same manner as the rele- 
vant societies that succeeded it such as the Srivijaya, the Chams, the Khmers, 
the Thai peoples, Bali, Java, Annam, etc. 

Since the first Qin dynasty, China asserted its presence on its southern 
border in what is now Vietnam. The Han dynasty, for its part, expanded its 
presence in the region. During the Southern Zhou dynasty (420-499), and 
the Sui (581-618) and Tang (618-906) dynasties, the tributary missions from 
Southeast Asia to China were very frequent, expanding in turn China’s im- 
portant trade activities in the port area of the archipelago of Indochina. 
In 971, the Canton maritime customs service was reorganized and at the 
end of the 10" century it was declared that all trade was a state monopoly. 
During the 11'* century the Chinese began to spread throughout the archi- 
pelago organizing trade settlements in the Moluccas and the Philippines. 
Between 1405 and 1431, the Chinese naval prestige continued to grow by 
combining commercial activity with the empire’s geopolitical influence.” 

Precisely at the beginning of the 15‘ century, during the Ming dynasty 
(1368-1644), the famous expeditions of the Chinese admiral Zheng He were 
organized, who in 1405 integrated in Southeast Asia one of the largest navies 
of his time with about 300 ships carrying 27,000 people, where at least 62 of 
these ships, for their size, were called treasure ships, since they could mea- 
sure 122 meters long and 52 meters wide. For reasons not yet fully clarified, 
the trips were suspended by the Ming Empire despite the success achieved 


65 Ibid, p. 63 


66 Ibid, pp. 63-64 
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in technological, commercial, geopolitical, and military matters, with an ex- 
cessive maritime capacity to expand its empire. It renounced to its enormous 
maritime potential, just in the century where the great maritime develop- 
ments of the time determined the rise of the European continent, which 
would eventually become the force of conquest for India, China, Japan, and 
the rest of Asia.® 


Il. VIET NAM AND CHINA'S CULTURAL CONFUCIANISM. 

Vietnam could be one of the Asian countries that has one of the largest Chi- 
nese influences in East and Southeast Asia, rivaling Korea on the strength 
of this presence, to the extent that the two were neighboring countries, one 
in the East and one in the South, of an expanding Chinese empire whose 
presence was always present since the birth of these two countries; in both 
cases, there is the phenomenon that they were able to maintain their civili- 
zational identity despite this enormous Confucian culture, each under their 
own times and considerations. 

In the case of Vietnam, unlike Korea that assimilated all Confucian 
knowledge through the adoption of the Chinese language and thought, from 
the 3" century and clearly from the 7" century; the existence of their own 
languages in the early Vietnamese societies were part of a cultural defense 
towards a total assimilation of identities. Austroasiatic languages were al- 
ready used in the area, with the Khmer and the original Vietnamese. 

China’s proximity to Vietnam and its expansion to the South generated a 
symbiosis between the two countries at the same time as a clear account of 
their history through the annals of Chinese historians or travelers, who as in 
the case of all their neighbors, documented the facts of their time, as hap- 
pened with the essential histories of Japan, Korea and Kashgaria in Central 
Asia, which were recorded by different Chinese chroniclers and historians 


67 “... Three points should get our attention here. First, these official expeditions were not voyages of 
exploration like those of Vasco de Gama or Columbus: they followed the routes established by Arab 
and Chinese trade in East Africa seas. Second, Chinese expeditions were diplomatic, not commercial, 
much less piracy or colonizing adventures: they exchanged gifts, established the payment of tributes, 
and brought back geographical information and scientific curiosities such as giraffes, for example, which 
were exhibited as unicorns of luck. The third point, and the most impressive, is that once these voyages 
ceased in 1433, they were never resumed. Instead, the deputy minister of war destroyed the records 
around 1479, and Chinese international trade was severely restricted until 1567. In the great age of 
navigation that was beginning to arise around the globe, Ming's China had all the odds in its favor, since 
it was far ahead; however, it refused to go ahead. It took the Europeans almost half a century more just to 
start. After 1433, it would be another 37 years before Portuguese explorers from the west coast of Africa 
arrived as far south as the Gold Coast, and 59 years before Columbus undertook his first voyage with 
three small vessels totaling only 450 tons. Edward Dreyer describes how the great Chinese sea crossings 
were stopped by Confucian scholars-officials, who opposed foreign trade and contact on grounds of 
principle. Ray Huang emphasizes the regime’s fiscal crisis, which didn’t really have the funds to finance 
such expensive adventures...” (Fairbank, John King, China, una nueva historia, 1996, pp. 175,176). 
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from the Han dynasty or earlier. China’s influence over Vietnam even reached 
to the awarding of the country’s name, when in 1803 Chinese diplomatic 
envoys objected to the official name of Nan-yue that the Southeast Asian 
country intended, changing it to the name of Vietnam. 

As a border country of southeast China, Vietnam was annexed by its first 
emperor Qin Shi Huang in the 3 century B.C. At the fall of this empire, as 
in the case of Korea, a dissident Chinese general created his own govern- 
ment in the now territory of Vietnam and called it the Kingdom of South Yue, 
which in its time comprised both the Chinese provinces of Guangdong and 
Guangxi as well as the northern part of Vietnam. 

However, at the beginning of the Second Han dynasty (206 B.C.- 220 
A.D.), in 112 B.C., its territory was absorbed again, and it was subject to an 
intense assimilation through all the Confucian cultural baggage. At that 
date, as is known, it already represented the fundamental lines of what is 
today the Chinese civilization where the classic Confucian books were in- 
cluded in the philosophical-political part and the lines of the already effi- 
cient Chinese administration were implemented with their ministries, civil 
service, and exams to select those best prepared to hold public office. Among 
the Confucian lawyers in Viet Nam stand out Nguyen Bing-gian, a specialist 
in the book of mutations; just as Pan Fu-xian and Wu Shih-lian stand out 
during the period of the Chen dynasty (1226-1428). 

From this closeness and hegemonic control, the Chinese and Vietnamese 
coexistence merged over time. A prime minister of Vietnamese origin, Jang 
Gong-fu, joined the Chinese government of the Tang dynasty through civil 
service examinations. Similarly, Chinese lawyers such as Shi Xie came to 
Vietnam to promote Confucian studies, which were accepted successfully by 
the local people. 

Vietnam’s pro-independence line was also headed by a Chinese general 
named Wu Kuan in 939; and in 968, another Chinese general, Ding Bulig, 
becomes king. Twelve years later, a third Chinese general, Li Huan, ascends 
the throne.” 

Confucianism was the ideology of the Vietnamese people along with a 
civilizing tributary system that was lived in all its magnitude like no other 
country in Southeast Asia until before Vietnam fell under the Western influ- 
ence of French Indochina. Nonetheless, the people and government would 
continue to use calligraphy and Chinese written language, and Confucian 
classics would continue to be taught in schools. 


68 Chang Chi Yun, Confucianismo una interpretacién moderna, 2012, p. 398. 
69 Ibid p. 398 
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Annam, direct predecessor of Vietnam, was under the direct control of 
China for almost a thousand years, until the year of 939, during the Song 
dynasty. During this dynasty an agreement of a Confucian nature was 
reached in which through the concept of filial piety an edict was published 
through which a new relationship was established for China and Vietnam 
(Dai Co Viet). In this edict, Vietnam declared itself an obedient son and Chi- 
na a benevolent father, within the framework of the idea of a Confucian world 
order where China was the center or kingdom in the middle of the world. 

Although technically independent between 939 and 1883, as in the case 
of Japan and Korea, under their own circumstances, Vietnam remained a 
tributary nation of the Chinese civilization throughout that period. 


* CHAMPA 

Until 1471, Vietnam, as was already mentioned, cohabited with the kingdom 
of Champa, which arises approximately from the 3" century. This kingdom 
was a combatant of Vietnam and China until the time of its demise, although 
it was also a tributary kingdom like most of the kingdoms of Southeast Asia. 

Champa was present in the life of Vietnam in its southern part since its 
earliest times. However, the Chams spoke an Austronesian language which 
was very different from that of Vietnam. From around the 4'* century, the 
Indian influence was felt in the people of Champa through Hindu rites and 
beliefs, founding the compound of the temple “My Son”, which is located on 
the banks of the Red River Valley, incorporating into their culture the domi- 
nant cult of Shiva and gods such as Vishnu, Brahma and the goddess Uma, 
wife of Shiva, among others. 

From the 5'* century onward, the Chinese army came to the borders of the 
first kingdoms of Champa to demand tributary recognition. According to 
the Chinese accounts of the time, the local people lived in houses built with 
bricks and terraces, and they were a people of prominent noses and very 
curly black hair, where men and women wore almost no clothes, only a few 
small strips around their bodies; and they pierced their ears placing on them small 
hoops, where the ruling classes wore leather shoes while ordinary people 
went barefoot.” 

Champa regularly sent tributes to the different Chinese governments in 
search of legitimacy on the part of China for their internal and area recogni- 
tion. When it saw the weakening of the empire, in turn, it avoided this type 
of obligation, but in the face of the repositioning of the new dynasties it once 
again accepted its collaboration. In 529, the Rudravarman dynasty attempt- 
ed to stop is tribute payment. However, with the restart of the Chinese Sui 


70 Cotterell, Arthur, A History of Southeast Asia, 2020, p. 90 
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dynasty in 595, once again it sent tributes in 623 and 625. In 628, it contin- 
ued with the Tang dynasty that replaced the Sui in 618. Although the Mon- 
gol Empire (Yuan dynasty) disrupted China’s internal life and the relations 
abroad, they quickly reinstalled and even expanded them once Kublai Khan 
took over the entire Chinese empire. According to Marco Polo, King Cham 
Indravarman V, upon the arrival of the Sino-Mongol armies sent emissaries 
to the Great Khan with the following message: 

“Sir, the king of Champa greets you as his lord. He informs that he is an elderly 
man and that for a long time he has ruled his kingdom in peace. That he is 
willing to be your faithful servant and to send you elephants and aromatic 
woods every year. Therefore, he pleads with you politely, imploring your mercy, 
that your country will call back its commander, remove the forces that are 
ravaging his kingdom.””! 

Faced with this plea, Kublai Khan had mercy on the king, who in ex- 
change for the Sino-Mongol consideration sent annually, as tribute, quantities 
of fine wood and elephants. Serving as an example of its influence in the region, 
the Chinese presence in Champa, continued directly during the Ming Empire. 

In the 15‘" century, the Champa government suffered a sharp fall at the 
hands of the Vietnamese kingdom when the city of Bijaya was captured and 
annexed to the city of Da Nang; the small groups that survived were absorbed 
in 1653. 


Ill. SOUTHEAST ASIA AND THE PRESENT CONFUCIAN LINES 

The Confucianism culture in Southeast Asia has a lower impact than that is 
yet appreciated overall in East Asia. Despite this, the strength of its postulates 
politically, economically, and socially, was a permanent example that compet- 
ed with other civilizational currents such as the Indian and the Muslim. 

Confucianism in China emerges and evolves as a philosophical humanist 
current that has served to structure and give meaning to its society, to its 
political organization, and even to its economic development; thus, becom- 
ing an example with respect to its neighboring nations regarding a civiliza- 
tional idea that influenced its identity and direction. 

Throughout the history of Confucianism, the knowledge of its books and 
classical concepts has been part of a doctrinal inspiration, sometimes taken 
outside of China as a religion. The moral commitment to which Confucius 
invites, as the starting point of a universal cosmogony where human beings 
can live his social and political reality in harmony; borders on religious ethi- 
cal concepts that have also served over time as a form of Confucianism, es- 


71 Ibid, p. 95 
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pecially outside of China. Regarding these, specialists such as Billioud iden- 
tify three steps, namely, the theoretical elaboration of doctrine, the reform of 
the initiation ritual, and the reading and dissemination of the Chinese Con- 
fucian classics.” 

Yong Cheng tells us that today, these Confucian influences that originate 
along with the Chinese presence in Southeast Asia, continue through vari- 
ous schools that have been unfolding among different social groups of some 
of the countries of the area in the form of philosophy and religion during the 
20" and 21* centuries. 

As an example of the above, he discussed the currents of Yiguan Dao, De 
Jiao, etc., which advocate for a morally edifying society. The De Jiao current 
originated in 1939 in the middle of the Sino-Japanese War, it was born in 
the province of Guangdong and spread rapidly to the Chinese communities 
of Southeast Asia, arriving in the early 50s of the 20"* century to Singapore 
and Malaysia. 

Since the 20" century, within the framework of Confucianism renewal, 
these new expressions adopt Buddhist, Daoist, Christian, and Islamic teach- 
ings, although the teachings of the Chinese cultural tradition prevail within 
them in the name of virtue and cultivation of morality. 

These new ethical-religious expressions are clearly oriented to Confu- 
cianism through the recognition and acceptance of its ten virtues, eight 
rules, and six precepts. The ten virtues are filial piety, brotherly love, loyalty 
and faithfulness, trustworthiness, propriety or courtesy, justice, incorrupt- 
ibility, sense of shame, benevolence, and wisdom. Meanwhile, the eight rules 
consist of refraining from deception, falsehood, greed, recklessness, arro- 
gance, laziness, bad temper, and hatred. The six precepts would be the de- 
tailed reiteration of the previous ones.” 

Cheng states that nowadays Confucianism has adopted different strate- 
gies to continue within its host countries due to the political environment of 
Southeast Asia, which, as has already been mentioned, also occurs today in 
Japan and Korea. There, because of the Murayama Clause, Confucian phi- 
losophy can be discussed, but without mentioning the name of Confucius. 

In that sense, Confucian influence in Malaysia commits itself to not par- 
ticipating and not intervening in political or religious activities, and in Thai- 
land it openly became a religious organization of the Chinese community 
generating a direct relationship with Chinese Buddhism and social assis- 
tance. In the case of Indonesia, on the other hand, the Agama Khonghucu 
line of thought is officially recognized as a private school oriented to the 


72 Botton Beja, Flora, et al. Historia minima del confucianismo, 2021, p. 269 
73 Ibid p. 274 
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values of Confucius. So far, it is the only entity in the world that carries the 
word Confucianism in its name and operates fully as a religion. In addition, 
it enjoys legal recognition and designates the four books and five classics as 
the central canon of thought of the group.” 

These types of expressions of a new Confucianism, that has been reviving 
under different modalities in Southeast Asia, are part of a more powerful 
cultural influence that permeated the Chinese empire under different mo- 
dalities during its long life as a millennial Asian civilization; where Confu- 
cianism was part of a cultural tributary system that has prevailed over time 
with greater or lesser luck, with more or less impact, according to the cir- 
cumstances of each country. 

As they did two millennia ago, the ten nations that currently form this 
important region, within the framework of their multiculturalism and heri- 
tage, live the challenge of their coexistence and the mixing of their cultural 
and religious values. 

As for China, as Sole-Farras points out, in its new role as the second eco- 
nomic power in the 21* century, it is unthinkable that it renounces the ca- 
pacity that a new Confucianism gives it as a social binder of its inner life, 
and as a strategic factor of its public diplomacy or soft power abroad.” 


IV. SOUTHEAST ASIA AND ITS CHALLENGES 
Mahbubani comments that in civilizational terms, Southeast Asia is the most 
diverse region on the planet; that no other region of the world comes close to 
its complexity; that it is therefore not easy to understand or decipher it prop- 
erly.”° Regarding this, the author himself states that the success achieved 
to date by this complex region of the world should be worthy of the Nobel 
Peace Prize. That the success achieved in recent years has generated an 
optimistic discourse where it can be believed that the coexistence of Islam 
and the West may be possible; being therefore The Association of Southeast 
Asian Nations (ASEAN) a laboratory of peaceful coexistence where Vietnam, 
as another example of this regional advance, reduced extreme poverty from 
50% to 3% in 30 years; and where Indonesia achieved the second highest 
confidence index in the world in 2015, etc.” 

In this line of results, the role that the integration of the five ASEAN pio- 
neer countries has been playing since 1967 stands out. They decided to un- 
dertake their association following the call of an important group of leaders 


74 Ibid p. 277 

75 Sole-Farras, Jestis, El nuevo confucianismo en la China del siglo XXI, 2018, p. 360 
76 Mahbubani, Kishore, The ASEAN Miracle, p. XV 

77 Ibid, p. 1 
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from the area such as Thanat Khoman, a Buddhist from Thailand; Narciso 
Ramos, a Christian from the Philippines; Adam Malik, a Muslim from Suma- 
tra; Abdul Razak, a Muslim from Malaysia; and S. Rajaratnam, a Hindu from 
Singapore; who, within the framework of their diverse cultures and beliefs, 
initiated this movement of association, development, and mutual defense in 
which all 10 of the countries that make up the association participate. 

The current strength of Southeast Asia, agree other authors such as Yates, 
is born from the important decision to initiate the integration of ASEAN in 
the 60s of the 20" century, and through it, to manage their objectives and to 
resolve their multiple differences avoiding conflicts, disputes, or conflagra- 
tions, in exchange for promoting a shared economic development and re- 
gional resilience.” 

The integration path that ASEAN followed as of the first five signatory 
nations, which were Indonesia, Malaysia, the Philippines, Singapore, and 
Thailand, gradually expanded with the association of Brunei in 1984, Viet- 
nam in 1995, Laos and Myanmar in 1997, and Cambodia in 1999, turning 
it today, as a whole, into the seventh largest economy in the world with a 
significant economic growth from 2000 to 2013 of more than 5% per year 
on average. 

Its transformation in 1992 into a free trade area gave it greater strength. 
The signing of treaties with its important regional neighbors such as China, 
Japan, Korea, Australia, New Zealand, and India, gave it greater cohesion to 
attain the signing of the Regional Comprehensive Economic Partnership 
(RCEP), (ASEAN + 5 before the non-joining of India) in 2020, which repre- 
sented an economic and geopolitical turn of enormous importance whose 
consequences will be broadening from 2022 onward when the agreement 
will come into force. It also strengthens its geopolitical role in the area 
through the ASEAN Regional Forum (ARF) (1994) which now has 27 mem- 
bers. Among them participates the controversial nation of North Korea. It 
also has the East ASIA Summit which is a strategic regional forum of coop- 
eration together with the East Asia region. 

In line with this important regional and global success, the economic and 
political confrontation between China and the United States inevitably ap- 
pears. Their first scenario of conflict passes through the control of the Asian 
leadership, which has been clearly held by the United States until the end of 
the 20" century, and which is today under debate, especially at the beginning 
of the third decade of the 21* century. 

In this framework of analysis some authors such as Fox, Mahbubani, 
etc. believe that the era of Western domination in Asia is coming to an 
end, and they perceive a distancing on the part of the United States from 


78 Yates, Robert, Understanding ASEAN's Role in Asia-Pacific Order, 2019, p. 2 
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the main land of Southeast Asia, where it seems that the United States 
will not return soon. This opens the opportunity for China to relaunch in 
the region the historic position of dominance that it exercised for many 
centuries. Regarding this Auslin adds” that, “As the world negotiates with 
China’s new rules, much will depend on the balance of global power in the 
coming decades.”*° 

The success achieved by ASEAN to this day will depend in many ways on 
the consistency and unity it continues to maintain towards the third decade 
of the 21* century to negotiate not only with China but with all relevant 
global actors. Similarly, it will also depend on the “new tributary policy” that 
China tries to impose on the region. 

To date, in the face of the fading of the United States and the European 
Union, China has been becoming the most important trading partner of 
most ASEAN countries, most notably Cambodia, Laos, Myanmar, and Viet- 
nam. At the same time, it is the most important foreign investor in Cambo- 
dia, Laos, and Myanmar, the second in Vietnam, and the largest considering 
the entire region combined. 

Likewise, since 2013 through the New Silk Road and its investment 
schemes such as the Asian Infrastructure Bank (AIIB), the Silk Road Fund 
and its Development Bank, and through two of its six important internation- 
al economic corridors, which cross the 10 ASEAN countries by land and its 
nine coastal countries by sea with the Maritime Silk Road, China has inten- 
sified all its significant investment lines by industrial corridors, roads, trains, 
digital route, energy, and importantly, in the strategic ports of Cambodia 
(Koh Kong), Myanmar (Kyaukpyu), and Malaysia (Port Klang), etc. 

Notwithstanding the above, at a meeting in 2010 held in Hanoi, Vietnam, 
between China and the 10 ASEAN countries, Foreign Minister Yang Jiechi 
expressed the much-remembered phrase, “China is a big country and you are 
small countries, and that is a fact,” reminding all the parties of the return of 
the idea of a forgotten geopolitical tributary system within the framework of 
a millennial cultural tributary system where rebuilding a Chinese world or- 
der is back on the regional agenda. 

Southeast Asia sometimes feels more pressured by China’s new rules, but 
clearly it will obtain better results if the ten ASEAN countries prove to be 
more united and cooperative amongst themselves.*! 

Turning to history as a way of broadening the understanding with respect 
to what Southeast Asia has been over time, in line with its multiple differ- 
79 Stuart-Fox, Martin, A Short History of China, and Southeast Asia: Tribute, Trade and Influence. A Short 

History of Asia series, 2003, p. VIII 
80 Auslin, Michael, Asia's New Geopolitics: Essays on Reshaping the Indo-Pacific, 2020, p. 48 

81 Murray, Helbert, Under Beijing's Shadow: Southeast Asia’s China Challenge, 2020, p.535 


63 


DR © 2022. Universidad Nacional Aut6noma de México-Instituto de Investigaciones Juridicas 


Esta obra forma parte del acervo de la Biblioteca Juridica Virtual del Instituto detavestig s Juridicas de JaNU 


www. juridicas.unam.mx = mee compete F 
https://biblio.juridicas.unam.mx/bjv a 
< ae 
: = a 
oa 


ences, but also with its great coincidences and the long tributary relationship 
they have had with a millenary hegemon such as the People’s Republic of 
China, will be fundamental to contributing to the creation of a better rappor- 
teurship that explains a new global order where one of its most important 
epicenters is located in Southeast Asia. 
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I. INTRODUCTION 
The economic relations between the United States and 
the Association of Southeast Asian Nations (ASEAN)! 
are often underappreciated. As the world’s largest mar- 
ket and a key strategic actor in the region, the United 
States has been a partner in helping promote stability 
and prosperity in Southeast Asia for decades. The Unit- 
ed States remains a key trading partner, though its share 
of ASEAN exports, like that of Japan and the EU, have 
been falling over time in favor of trade with Asia, es- 
pecially China (Figure 1). Moreover, as a group of very 
open outward-looking countries in a strategic part of the 
Asia-Pacific and including 650 million people, courting 
strong relations with ASEAN should be a priority of the 
United States as well. In fact, in 2019 the stock of for- 
eign direct investment (FDI) in Singapore ($288 billion) 
alone was more than double what it was in China ($280 
billion)?. Yet, China dominated the attention of the US 
government under the Trump Administration and is slat- 
ed to continue to do so under the Biden Administration. 
This paper argues that this would be a mistake. 

In part, the fact that ASEAN often punches below its 
weight reflects the fact that ASEAN has rarely been able 


1 The members of ASEAN are: Brunei, Cambodia, Indonesia, Lao PDR, Ma- 
laysia, Myanmar, the Philippines, Singapore, Thailand, and Vietnam. 


2 US Bureau of Economic Analysis, accessed 7 March, 2021. Available at: 
https://www.bea.gov/data/intl-trade-investment/direct-investment-coun- 
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to promote joint positions at the global level. ASEAN began as an organiza- 
tion of five member-states (six, when Brunei Darussalam joined in January 
1984 after its independence) that first focused on diplomatic cooperation, 
rather than economics. It expanded to 10 economies when Vietnam joined 
in 1995, Lao PDR and Myanmar in 1997, and Cambodia in 1999. It accom- 
plished very little in terms of deep economic cooperation until the ASEAN 
Free Trade Area (AFTA) in the early 1990s (which, at its inception, included 
only 10 manufacturing sectors and defined “free trade” to be tariffs in the 
range of 0-5 percent). AFTA is now essentially in place; in total, 96 percent 
of ASEAN tariffs under the ASEAN Trade in Goods Agreement (ATIGA) are 


duty-free. * 
FIGURE 1. ASEAN EXPORT DESTINATIONS 
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SOURCE: Created by the author based on data from US Bureau of Economic 3 


But modern ASEAN economic cooperation is more than just about tariff 
liberalization. For example, ASEAN cooperation in the area of FDI, which 
started with baby-steps in the 1970s, was further expanded to the ASEAN 
Investment Area in 1998 and the ASEAN Comprehensive Investment Agree- 
ment (ACIA) in 2012. The ASEAN Framework Agreement on Services 
(AFAS) is working to liberalize behind-the-border restrictions on services. 
The ASEAN Single Window has the important goal of facilitating trade and 
lowering trade costs. In particular, it endeavors to facilitate the electronic 
exchange of trade-related documents at the border. These initiatives should 
all have positive effects on intra-regional trade and FDI and make the region 
more attractive to foreign investors. 


3 Summary tariff data for this paragraph are taken from the Malaysian Ministry of Trade and Industry: 
https://fta.miti.gov.my/index.php/pages/view/asean-afta 
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In 2002, the ASEAN Heads of Government committed to creating an 
ASEAN Community by 2020 and an ASEAN Economic Community Blue- 
print was drafted to guide its implementation (ASEAN 2007). The blueprint 
stipulated a timetable as well as a monitoring effort. It defined four goals: (1) 
a Single Market and Production Base, based on the free flow of goods, ser- 
vices, investment, and skilled labor, and freer flows of capital; (2) a Compet- 
itive Economic Region, reflecting commitments to competition policy, con- 
sumer protection, protection of intellectual property rights, infrastructure 
development, e-commerce, and avoidance of double taxation; (3) Equitable 
Economic Development, embracing a strategy to close development gaps; 
and (4) Integration into the Global Economy, based on enhanced participa- 
tion in the global trading system. The AEC Blueprint 2015 also calls for the 
development of a scorecard to measure implementation progress. 

The ASEAN leaders declared that the AEC is in place on time in Decem- 
ber 2015, though clearly a great deal remains to be accomplished. An AEC 
Blueprint 2025 was promulgated to complete the implementation of remain- 
ing measures under the AEC Blueprint 2015 and then expand the ambitions 
of the integration process, including by simplifying rules of origin, accelerat- 
ing trade facilitation, broadening and deepening services integration, and 
completing the ACIA.* 

Arguably, as ASEAN deepens its economic cooperation it will be in a 
better place to launch joint initiatives and it will be increasingly valued as 
a strategic partner. In the meantime, there is plenty of room to improve its 
game, and in this paper we argue that the United States and ASEAN would 
do well to cooperate more closely, particularly as Asia-Pacific megaregion- 
alism takes off. Indeed, there are two such megaregional deals in place: the 
Comprehensive and Progressive Agreement on Trans-Pacific Partnership 
(CPTPP), which went into effect in December 2018 but has not yet been 
ratified by all member-countries yet, and the Regional Comprehensive 
Economic Partnership (RCEP), which was signed in November 2020 and 
is now in the ratification process. These agreements have the potential to 
significantly influence the direction of trade and investment in the region 
and globally. The United States would do well to work closely with both. In 
fact, we argue that it would behoove the United States to return to the 
CPTPP, which was a US-led agreement and was signed by the United 
States in February 2016 only to withdraw upon the arrival of the Trump 
Administration. 

This paper is organized as follows. In Section II, we consider the evolu- 
tion of US-ASEAN Relations over the past half-century followed by an analysis 


4 The AEC Blueprint is available at: https:/Avww.asean.org/storage/2016/03/AECBP_2025r_FINAL.pdf 
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of US-ASEAN relations in the context of megaregionalism in Section III. 
Section IV concludes. 


Il. US-ASEAN RELATIONS 

The United States has been engaged in Southeast Asia for a long time.? It 
was an early supporter of the Southeast Asia Treaty Organization (SEATO), a 
security organization that preceded ASEAN, and it signed the Manila Pact of 
1954. The United States became a dialogue partner of ASEAN in 1977, and 
has built up relations in fields ranging from security, economics, and trade to 
social and cultural affairs, as well as in development cooperation (Das 2013). 
But as the Cold War wound down, the United States turned its attention to 
trouble spots in Europe and the Middle East and to the rapid changes in 
Northeast Asia, leaving many observers with the feeling that its policies ne- 
glected Southeast Asia (Ba 2009). The rise of China has had the same effect. 

These trends have been changing in the 21* century, for better and for 
worse. In 2002, the United States proposed an Enterprise for ASEAN Initia- 
tive (EAI), offering to negotiate bilateral Trade and Investment Framework 
Arrangements (TIFAs) and bilateral free-trade areas with countries willing to 
commit to reforms.° The US-ASEAN TIFA was agreed upon in 2006, and a 
joint council was established to review cooperation projects. The United 
States concluded a bilateral free-trade area with Singapore in 2003, but ne- 
gotiations with Thailand and Malaysia lingered under the EAI and were 
eventually overtaken by the Trans-Pacific Partnership (TPP). In 2008, the 
United States appointed its first ambassador to ASEAN, a position converted 
two years later into a resident posting in Jakarta. There have been two US 
ambassadors to ASEAN, but the last one finished in 2017 and was not re- 
placed by the Trump Administration. 

In modest ways, the United States has also supported the region’s interna- 
tional economic strategy. In 2007, it launched the ASEAN Development Vi- 
sion to Advance National Cooperation and Economic Integration (AD- 
VANCE) project to support trade liberalization and facilitation in cooperation 
with the ASEAN Secretariat. ADVANCE has funded, for example, work on 
the ASEAN Single Window, which facilitates trade through electronic docu- 
mentation. Despite these efforts, however, many in the region still felt that 
the US-ASEAN relationship was in a holding pattern, particularly in light of 
ever-deepening ASEAN relations with other dialogue partners. Engagement 
intensified under President Barak Obama, who spent part of his childhood in 
Indonesia. In 2009, the United States acceded to the Treaty of Amity and 

5 For an overview, see Lum, Dolven, Manyin, Martin and Vaughn 2009. This section draws in part from 

Petri and Plummer (2014). 


6 For estimates of the economic impact of the EAI, see Naya and Plummer (2005). 
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Cooperation in Southeast Asia (TAC), a long-standing ASEAN request, and 
participated in an ASEAN-US Leaders’ Meeting in Singapore. In 2010, the 
United States joined the East Asia Summit (EAS) and became a member of 
the ASEAN Defense Ministers’ Meeting Plus Eight (ADMM+8). In 2012, it 
participated in the first ASEAN-US business summit in Cambodia, and 
agreed to institutionalize an annual leaders’ Summit—in effect, committing 
the US president to meet with ASEAN leaders every year. President Trump 
did attend the 5tt ASEAN Summit in 2017, which also celebrated 40 years of 
ASEAN-US cooperation, but missed the 6'* (November 2018), 7* (Novem- 
ber 2019) and 8" (November 2020, virtual) ASEAN-US Summits. 

Unlike many other large economies, however, the United States has not 
sought to negotiate a free-trade area with ASEAN as a group. The region is 
thought to be too diverse to accept rigorous provisions. Thus, the United 
States has dealt simultaneously with ASEAN as an institution in areas re- 
quiring less formal commitments, and with its individual member economies 
for forging deeper ties. 

Despite the many connections between ASEAN and the United States, 
there does not seem to be any clear conceptual framework to guide interac- 
tions between the two economies. In fact, the idea of “ASEAN centrality” 
raises new challenges because it suggests collective policy positions that, in 
turn, are likely to favor least common denominator policies. These would 
make it possible, for example, for some member states to block disciplines 
that would be needed to deepen relations with the United States. 

But economics suggests a solution—an approach that permits deep, se- 
lective ties, subject to the requirement that those ties also benefit third par- 
ties. In the ASEAN context, this prescription calls for deep free-trade areas 
with member countries prepared to meet those obligations, and parallel 
measures to strengthen relations with ASEAN as a whole, which would, in 
effect, compensate members that are not ready to participate in deep en- 
gagement. The theory itself says little about which parties should be involved 
in these compensating measures. However, most reasonably, both the bene- 
fiting ASEAN countries and the United States should help to extend the 
gains from deeper economic ties to the region as a whole. Such a strategy 
would champion deeper agreements with countries that are interested in 
them, but not threaten others with economic losses if they fail to participate. 
In short, it calls for two kinds of US engagement with the region: (1) a deep 
track that promotes US agreements with countries that want to pursue fur- 
ther integration, and (2) a broad track that ensures support for ASEAN and 
benefits to all members. 

Regarding the latter, a broad track involves more varied and less formal sup- 
port. So far, it has emphasized technological and other forms of cooperation 
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and capacity building. Specific initiatives have included policy advice and 
capacity building for the ASEAN Secretariat, support for trade facilitation 
and the ASEAN Single Window, and guidance on regulatory reform. The 
United States has scaled up these efforts, and potential projects include 
other integration-related objectives, such as connectivity and infrastructure 
development, as well as educational and cultural initiatives. These policies 
provide a good fit for the region’s less-developed members and reduce costs 
for international firms operating in regional markets. 

An especially successful example is provided by US support for economic 
reform in Vietnam. After Vietnam launched its doi moi program and with- 
drew from Cambodia, the United States established diplomatic relations 
and, together with the World Bank, deepened its support for Vietnamese 
reform. Eventually, it concluded the US-Vietnam Bilateral Trade Agreement 
(BTA), which went into effect in December 2001. Although not a free-trade 
area per se, the BTA did address key issues that improved access to US mar- 
kets and helped Vietnam prepare for accession to the WTO. Throughout, the 
United States provided technical assistance through the “Support for Trade 
Acceleration” (STAR) project. The results speak for themselves: Vietnam was 
one of the poorest countries in the region in the 1990s, but reached mid- 
dle-income status by 2012; trade to GDP at over 100 percent is only second 
to Singapore in ASEAN; and the United States is Vietnam’s second-most 
important export market. 

The two-speed approach provides an attractive way to structure engage- 
ment with selected countries, while promoting the interests of all ASEAN 
members. This is not just, or even predominantly, the responsibility of out- 
side partners; it is a key ASEAN goal due to the value of integration to the 
region itself. To be sure, the calibration of the tracks will be challenging. The 
broad track should have sufficient resources committed to it so that its ben- 
efits offset the negative effects, both economic and political, on countries 
excluded from it. 

Moreover, trade policy initiatives can be reinforced by other initiatives to 
strengthen connections between ASEAN and the United States. In technol- 
ogy, education, and culture, the United States remains the most prominent 
partner of ASEAN economies and their citizens. Deeper political, economic, 
cultural, and scientific ties would be welcomed by the peoples of ASEAN and 
the American public, and initiatives could support efforts to enhance the 
visibility of the partnership. 


Ill. ASEAN, US AND MEGAREGIONALISM 


The United States and ASEAN countries have been important advocates of 
concerted trade and investment liberalization at the regional level over the 


74 


DR © 2022. Universidad Nacional Aut6noma de México-Instituto de Investigaciones Juridicas 


www. juridicas.unam.mx 
https://biblio.juridicas.unam.mx/bjv 


past quarter century. The result has been the 2016 TPP, which became the 
CPTPP in 2018 once the United States withdrew, and RCEP, which is explic- 
itly an ASEAN-centric agreement and was signed in November 2020. Both 
agreements have “open accession” clauses and will likely expand over time. 
For example, economies having expressed interest in joining the CPTPP in- 
clude South Korea, Thailand, the Philippines, Taiwan, China, and even the 
United Kingdom. There will be an 18-month moratorium on applications to 
the RCEP—with the exception of India, which was an original negotiating 
member but withdrew in November 2019 and can rejoin at any time—and 
there are already candidates lining up, including Hong Kong. These megare- 
gional arrangements have important economic and strategic implications 
for the United States and ASEAN economies and could well be important 
vehicles through which they will cooperate in the future, particularly if the 
United States chooses to rejoin the CPTPP under the Biden Administration. 

As RCEP was only recently signed, much less analysis has been applied 
to its substance than to the CPTPP. Still, with a signed text in place, we have 
a good idea of its substance. In short, while both agreements are ambitious 
in their own ways, the CPTPP and RCEP differ in that the former is far more 
comprehensive in scope and includes considerably more disciplines than the 
latter. In fact, given its larger and more diverse membership, RCEP was nev- 
er expected to be as rigorous as the CPTPP. For example, while the CPTPP 
will eliminate tariffs on 96 percent of products that enter intraregional trade, 
RCEP covers about 92 percent of these products, and even for these goods 
tariffs will not be fully eliminated in the transition period. In addition, RCEP 
has extensive flexibilities for various countries in virtually all chapters of the 
agreement and does not include areas that figure prominently in the CPTPP, 
including state-owned enterprises, labor, and the environment. Moreover, 
RCEP falls short of the CPTPP on behind-the-border barriers. Its intellectu- 
al property provisions are essentially consistent with obligations under the 
World Trade Organization (WTO), or are marginally WTO+. In services, 
some countries have positive list approaches to liberalization, whereas others 
have negative lists, unlike the CPTPP in which all countries produce nega- 
tive lists. 

Nevertheless, RCEP is an extremely diverse region, including some of the 
largest and richest economies in the world as well as some as the poorest, 
and the liberalization of tariffs, the agreement to have straightforward, cu- 
mulative rules of origin, and the commitment to greater transparency and 
national treatment constitute important successes. In fact, as is usually the 
case with ASEAN agreements, the current provisions are bound to be im- 
proved and extended over time, in part through the explicit mechanisms in- 
corporated in the agreement that make such changes possible. 
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The estimated effects of these agreements are expected to be relatively 
large. Using a Computable General Equilibrium (CGE) model, Petri, et. al. 
(2017) estimate the implications for income and trade growth of the CPTPP, 
its possible expansion to include additional economies that have expressed in 
joining (Indonesia, the Philippines, South Korea, Thailand, and Taiwan) in 
a CPTPP16, and RCEP. The CGE model has a long tradition in the empiri- 
cal trade literature. Briefly, such models are based on a set of neoclassical 
economic assumptions about the motivation of agents in the economy, mar- 
ket structure, consumer preferences, production technology, and market 
equilibrium conditions. Behavioral equations in CGE models are derived 
from these assumptions and they determine how the agents in an economic 
system respond to changes in relative prices and their incomes. 

In addition to behavioral equations, CGE models also incorporate various 
accounting identities that define the budget constraints of each agent as well 
as total resource constraints. In a CGE model, most of the parameters in 
behavioral equations are elasticities (i.e., they measure the responsiveness of 
one variable to changes in another) or share parameters, such as the share of 
consumption demand in aggregate demand. Some of these parameters have 
known values while others need to be calibrated in the model. Calibration is 
a step in CGE analysis when values are selected to render the CGE model’s 
output consistent with real-world data for the benchmark year. 

The market-clearing conditions in CGE models determine prices of all 
goods and factors. Most are comparative-static in nature, that is, consumers 
and firms make optimal decisions based on current price signals, with no 
role for forward-looking expectations. When an external shock or policy 
change is introduced into a static CGE model, prices and quantities adjust 
to clear all markets, and the model produces a new state of general equilib- 
rium. However, as there is no explicit time dimension in a static CGE model, 
it neither provides results on how the economy adjusts to the new equilibri- 
um nor stipulates how long it takes to reach the new equilibrium. To track 
the adjustment path requires a dynamic CGE model, which explicitly traces 
each variable through time.” 

The income results of Petri, et. al. (2017) are given in Table 1. With the 
TPP, ASEAN would have expected to gain $102 billion in a steady state, which 
is significant if one considers that this is permanent increase that would con- 
stitute an annual 1.8 percent rise in ASEAN income relative to the baseline by 
2030. It is especially large for Vietnam (8.1 percent of income) and Malaysia 
(7.6 percent), in part because these two countries do not have a free-trade area 
in place with the United States. Singapore, which does, gains less, but still sees 


7 For more details on CGE modelling, see Petri, et. al. (2012). 
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an increase in income that would be twice the ASEAN average due to its open 
nature and the deep, comprehensive CPTPP template. Most ASEAN econo- 
mies who are not part of the TPP experience a small trade diversion effect. 

Without the United States (CPTPP), the net gains are much smaller, i-e., 
$39 billion, which underscores how important the US market is to ASEAN. 
However, given the trend toward deeper integration in East Asia, the results 
for the CPTPP16 show that, with expansion to include additional ASEAN 
countries (Indonesia, the Philippines, Thailand) and South Korea and Tai- 
wan, the comprehensive template of the CPTPP can generate significant 
gains; at $143 billion, the CPTPP16 more than compensates for the loss of 
the US market on global incomes. 

The RCEP agreement is estimated to have a small effect on ASEAN of 
only $16 billion, or one-third of one percent of regional income. This is to 
be expected, given that all countries in RCEP already have in place a free- 
trade area with ASEAN and the RCEP template is less ambitious than that 
of the CPTPP. 

The United States is the largest economy in the world and its trade sector 
is relatively small. Hence, these CGE models rarely generate a significant 
effect on the US economy. Even with the TPP, which is an agreement that 
strongly reflects US interests and from which the United States was expect- 
ed to gain the most ($131 billion), the effect on national income is only one- 
half of one percent. It should therefore come as no surprise that the net 
trade diversion that it experiences outside these Asia-Pacific megaregional 
arrangements is small. Nevertheless, the effect of these arrangements will be 
to intensify economic integration in the Asian region, and the United States 
could eventually be isolated from the integration and rule-making process. 
That could have more extensive implications. Moreover, it could lose com- 
petitiveness in key sectors; for example, while RCEP does not negatively af- 
fect the United States at the aggregate level, the agreement will have a sig- 
nificant effect on liberalizing trade in Northeast Asia between China, South 
Korea and Japan, which did not have a free-trade area in place before RCEP.® 
Petri and Plummer (2020) estimate that, particularly in the context of the 
US-China trade war, RCEP will deepen economic integration in Northeast 
Asia and enhance competitiveness in areas such as advanced manufactures, 
which are of strategic importance to the United States. 


IV. CONCLUDING REMARKS 
Economic cooperation between the United States and ASEAN has a long 
history and, while cooperation has arguably been neglected over the past four 


8 China and South Korea do have a bilateral free-trade area in place but it is shallow. 
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years under the Trump Administration, there continues to be great potential 
for deepening cooperation under the Biden Administration and beyond. In 
addition to deepening ties between ASEAN as a cooperative organization 
and with its individual member-states, the United States should work with 
ASEAN in the context of Asia-Pacific megaregionalism, which has become 
such an important force in regional and global trade policy. 

In the short run, the Biden Administration should prioritize the ASE- 
AN-US Summit and seek to assign a US Ambassador to ASEAN as soon as 
possible. Second, it would behoove the US administration to return to the 
Asia-Pacific cooperation table. In the past, the United States was a key pro- 
tagonist of outward-oriented megaregionalism in the region and made great 
process in defining rules and applying disciplines for 21‘ century trade (the 
CPTPP is almost identical to the TPP that the United States signed). A first 
step would be for the Biden Administration to consider rejoining the CPTPP, 
perhaps in the second-half of its mandate. 


TABLE 1: WELFARE IMPACT OF MEGAREGIONALISM (2030) 
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I. INTRODUCTION 

The 21" century is undoubtedly to be an important his- 
torical period for the relationship between China and 
ASEAN countries. During the past 20" century, the 
two sides has been occupied by their respective internal 
state building and directed their focus mainly on the 
interaction with global dominant powers beyond this 
region. The 21" century will bring their focus on the 
region back. Beginning in the first decade of the cen- 
tury, the two sides have started their cooperation and 
built various cooperation mechanisms. With China’s in- 
creasing power and its challenge to the U.S hegemony 
after the 2008 financial crisis, the power competition 
between China and U.S is intensifying, which has add- 
ed some strategic importance to the relationships be- 
tween China and ASEAN countries. To some extent, the 
Southeast Asia has become a hot spot for the Sino-U. 
S strategic competition. The interaction between China 
and ASEAN countries will then get complicated, inten- 
sified and influential in the 21" century. The regional 
order has entered into an era of adjustment. 

This article will review China’s engagement with 
ASEAN countries in different periods, including the 
1990s, 2000s and 2010s. More focus will be put on the 
2010s, RCEP and OBOR included. China has played 
different roles in different periods. It will conclude by 
the implications on the evolution of regional orders due 
to China’s rising power and changing roles. 
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Il. CHINA’S PARTICIPATION IN ASEAN-CENTERED INSTITUTIONS 

IN THE 1990S 

After the end of cold war, China began to show hospitality towards the ASEAN 
and aims to actively participate in the regional institutions initiated by 
ASEAN. At the early 1990s, Western and other developed countries have 
imposed comprehensive economic sanctions on China, and partly as a re- 
sult of this, China has to adjust its economic focus and take its neighbor- 
ing countries, especially with ASEAN, as a breakthrough point for China to 
break economic sanctions. Against this backdrop, the bilateral diplomacy 
has reached a new climax. 

In May 1991, the then Chinese Foreign Minister Qian Qichen wrote a 
letter to Malaysia leader to express willingness to conduct cooperation and 
dialogue with ASEAN. In July 1991 Qian attended the opening session of 
the 24th ASEAN Ministerial Meeting in Kuala Lumpur as a guest of the 
Malaysian Government, in which he expressed China’s keen interest to co- 
operate with ASEAN for mutual benefit again. In July 1992, Qian Qichen 
attended the 25'* ASEAN Foreign Ministers Meeting, in which China was 
upgraded from an “important guest” to a “consultative partner” of ASEAN. 
In July 1994, The ASEAN states had worked as honest brokers to bring Chi- 
na into the ARF process and China became a founding member of ARF 
which was seen primarily as a means of engaging China in a multilateral 
security dialogue.' In July 1996, at Qian’s request, China officially became 
ASEAN ’s full dialogue partner. 

The 1997 financial crisis in Asia has offered an opportunity for China to 
signal its friendliness and responsibility towards ASEAN countries. The Chi- 
nese Government provided Thailand and other Asian countries with over 4 
billion US dollars in aid, within the framework of IMF or through bilateral 
channels. What’s more important is China’s decision not to devaluate its 
Renminbi, which has wined applause from ASEAN countries. In December 
1997, ASEAN initiated the first “ASEAN plus Three” (ASEAN 10+ China, 
Japan and Republic of Korea, APT) and also “ASEAN plus One meeting” 
(dialogue between ASEAN and China, Japan and ROK separately). During 
the first informal summit between ASEAN and China in 1997, the two is- 
sued a joint statement by announcing the establishment of a “partnership of 
good neighborliness and mutual trust oriented toward the 21% Century”. 
Their relationship has entered a fast track of cooperation since then. 


1 Parama Sen, “China and The Asean Regional Forum (ARF),” Jadavpur Journal of International Relations, 
Vol. 5, Issue 1 (June 2000), p. 122. 
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Ill. CHINA’S PROACTIVE INITIATIVES IN ASEAN-CENTERED 
INSTITUTIONS IN THE 2000s 

The bilateral relations have developed fast in the 2000s, with China’s more 
and more proactive initiatives. Since 2001, the US has been occupied with 


War on Terror for almost ten years, which has created some strategic space for 
China and ASEAN to develop further their bilateral relations. It is to be noted 
that unlike the earlier stages in which Beijing merely responded to ideas put 
forward by ASEAN, Beijing has now entered a new phase in which it begins to 
proactively initiate bold regional proposals within ASEAN framework.’ 

In 2000, the Chinese leader proposed to ASEAN to study the feasibility 
of a China-ASEAN Free Trade Area (FTA). In 2001, the two sides agreed to 
form an FTA within 10 years. In November 2002, the leaders of both parties 
signed the Framework Agreement of Comprehensive Economic Cooperation 
between ASEAN and China. Especially, in November 2002, after three years’ 
consultation, China and ASEAN signed the Declaration on the Conduct of 
Parties in the South China Sea, which laid a foundation for stabilizing con- 
ditions in the South China Sea. In 2003, among all ASEAN’s dialogue part- 
ners, China took the lead in acceding to the Treaty of Amity and Cooperation 
in Southeast Asia. More significantly, upon Beijing’s initiative, China and 
ASEAN decided to upgrade ASEAN-China relationship to strategic partner- 
ship for peace and prosperity in 2003. Since the establishment of strategic 
partnership, ASEAN-China cooperation has advanced in all dimensions, at 
all levels and in multiple areas. 

China has also carried a lot of initiatives in other ASEAN related institu- 
tions. It has persistently stressed the need to make the APT the main chan- 
nel to boost the overall East Asian cooperation. It also proposed the APT 
countries to expand their collaboration from purely economic cooperation to 
political and security dialogue. China has strongly backed the East Asia 
Summit proposal in 2004 and after a lot of twists and turns, the Chinese 
Premier and diplomats suggested that anyone with interests in the Pacific, 
Russia, perhaps, or even the US, could eventually take part in the EAS.? 
China has been supportive of the goal of establishing an East Asian Commu- 
nity, and took the initiative to push for the creation of the Network of East 
Asia Think-Tanks (NEAT).* China also proposed to look at the feasibility of 


2 Kuik Cheng-Chwee, “Multilateralism in China's ASEAN Policy: Its Evolution, Characteristics, and Aspi- 
ration,” Contemporary Southeast Asia, Vol. 27, No. 1 (April 2005), p. 109. 


3 Mohan Malik, “The East Asia Summit,” Australian Journal of International Affairs, Vol. 60, No.2 (June 
2006), p. 211; and Jae Cheol Kim, “Politics of Regionalism in East Asia: The Case of the East Asia Sum- 
mit,” Asian Perspective, Vol. 34, No. 3 (2010), pp. 113-136. 


4 Kuik Cheng-Chwee, “Multilateralism in China's ASEAN Policy: Its Evolution, Characteristics, and Aspi- 


ration,” p. 116. 
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an East Asian free trade area. It made a parallel attempt in ARF. Remarkably, 
among the non-ASEAN participant countries, it has so far organized the 
largest number of meetings at the track-one level under the auspices of ARF. 
In November 2003, China hosted an ARF-ISG on CBMs in Beijing and car- 
ried out many other activities, including the Seminar on Defense Conversion 
Co-operation. In 2004, China made great efforts to persuade other partici- 
pants to agree on the establishment of the ARF Security Policy Conference, 
a framework for meetings among defence officials.> In 2005, China hosted 
an ARF conference on non traditional security, and China proposed “The 
ARF General Guidelines for Disaster Relief Cooperation” at the 14° ARF 
Ministerial Meeting in 2007. In the following years, it hosted a series of 
conferences on anti-terrorism, transnational crimes, disaster management 
and so on. 

The 2008 global financial crisis provide another momentum for bilateral 
relations to enhance cooperation. In August 2009, China and ASEAN jointly 
signed the investment agreement on China ASEAN Free Trade Area which 
marks the successful completion of the major negotiations on the China 
ASEAN Free Trade Area Agreement. At the 12'* China-ASEAN Summit in 
Oct 2009, Chinese then Premier, Wen Jiabao, put forward a number of pro- 
posals and measures to enhance cooperation in various sectors, including 
infrastructure construction, agriculture, environment protection, new and 
renewable energies. Wen announced that the Chinese government would set 
up a 10-billion-U.S. dollar “China-ASEAN Fund on Investment Coopera- 
tion” to support infrastructure development in the region to accelerate the 
construction of infrastructure facilities. Wen proposed China would host a 
China-ASEAN Free Trade Area forum next year, establish economic cooper- 
ation zones in the ASEAN nations and remove technical trade barriers and 
so on.° At the same time, China showed interest in sub-regional economic 
initiatives, such as the Brunei Indonesia Malaysia Philippines-East ASEAN 
Growth Area (BIMP-EAGA), Great Mekong Subregion Cooperation and 
Great Mekong Subregion Cooperation and the Pan-Beibu Gulf Economic 
Cooperation.’ 


5 Hiro Katsumata, ASEAN's Cooperative Security Enterprise: Norms and Interests in the ASEAN Regional 
Forum (London: Palgrave Macmillan, 2010), p 107. 


6 “Chinese premier’s attendance at ASEAN-related meetings of great significance: FM,” Embassy of the 
PRC in the U.S., October 27, 2009, http:/Avww.china-embassy.org/eng/zmgx/t622728.htm. 


7 “Li Keqiang zai zhongguo dongmeng shangwu yu touzi fenghui kaimushi shangde jianghua” [Li Keqiang 
speaks at the opening ceremony of the ASEAN Business and Investment Summit in China], gov.cn, 
October 22, 2009, http://www.gov.cn/Idhd/2009-10/22/content_1445860.htm. 
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IV. CHINA’S NEW INSTITUTIONAL INITIATIVES IN THE 2010s 

Entering 2010s, China has pushed some cooperation within ASEAN frame- 
work and at the same time tried to launch some China-led institutions be- 
yond ASEAN framework. It is against the backdrop that China has been 
taking a new position in the international system and the emergence of Chi- 


na’s new leadership Xi Jinping. China has witnessed the fantastic economic 
development in the last four decades and overtaken Japan as world’s second 
largest economic power in 2010. After Xi’s ascendance in late 2012, the ‘low 
profile’ foreign policy, designed a quarter of a century ago by Deng Xiaoping, 
has been left behind and Xi tries to undertake a more active foreign policy 
aimed at increasing Chinese influence on global governance and within its 
region. The Third Plenary Session of the 18th Central Committee of the 
Communist Party of China in 2013 proposed “accelerating the establish- 
ment of FTAs” and “foster new advantages in participating in and leading 
international economic cooperation and competition at a faster pace.”® It 
seems that China tries to play a role of leadership as well as a role of partic- 
ipant in regional economic cooperation since then. 


CHINA’S NEW INSTITUTIONAL INITIATIVES WITHIN ASEAN FRAMEWORK: 
ASEAN-CHINA FTA UPGRADING 

In January 2010, ASEAN-China FTA was fully completed. Followed that, 
the two sides launched another round of negotiations for upgrading the FTA 
in 2014. In November 2015, the two sides signed the Protocol to Amend 
the Framework Agreement on Comprehensive Economic Cooperation and 
Certain Agreements thereunder between ASEAN and China, marking the 
successful conclusion of the FTA-upgrading negotiations. In October 2019, 
the ASEAN-China FTA Upgrading Protocol took full effect. 


CHINA'S NEW INSTITUTIONAL INITIATIVES WITHIN ASEAN FRAMEWORK: 
THE ASEAN DEFENCE MINISTERS MEETING PLUS (ADMM PLUS) 

In the military field, ASEAN and China have been cooperating under ADMM 
Plus since it was established in 2010. Entering the 2010s, the widespread 
perception that the ARF had become irrelevant led a number of regional 
leaders to call for a new regional security architecture. ADMM+ was created 
on the basis of papers endorsed by the ASEAN defence ministers when they 
met as the ADMM between 2007 and 2010. As some scholars pointed, one 
of the main differences between ARM and ADMM.+ is that ARF plays sec- 
ond fiddle to the ADMM+ in the effort to implement practical cooperation 
since the former lacks the operational capabilities and dispositions apposite 


8 “Communiqué of the Third Plenary Session of the 18'" Central Committee of the CPC,” China.org.cn, 
January 16, 2014, http://www.china.org.cn/chinese/20 14-0 1/16/content_31213800_2.htm. 
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to the latter.’ The ADMM-Plus has become an effective platform for prac- 
tical cooperation among the participating countries’ defence establishments. 
During the past years, joint activities undertaken by all 18 members have 
grown in frequency and complexity. 

Within the ADMM+ framework, China has promoted the development of 
the ASEAN-China Defense Ministers’ Informal Meeting. In recent years, the 
ADMM has conducted informal meetings with individual Plus countries, 
including the United States, China and Japan. While most of the meetings 
have occurred on the sidelines of ADMM events held in ASEAN countries, 
ADMM ministers attended an informal meeting hosted by US Defense Sec- 
retary Chuck Hagel in Honolulu in April 2014. '° Hence, at the 17th ASE- 
AN-China Summit In November 2014, Premier Li Keqiang made an invita- 
tion to ASEAN defense ministers to attend the Informal ASEAN-China 
Defense Ministers’ Meeting in China next year. Li proposed that the two 
sides may discuss the establishment of a China-ASEAN defense hotline and 
hold joint exercises. In 2015, China-ASEAN Defense Ministers’ Informal 
Meeting kicked off in Beijing. China’s military staff proposed to strengthen 
the pragmatic cooperation in such fields as humanitarian aid, military med- 
icine, peacekeeping, anti-terrorism, anti-piracy and border defense and ex- 
pressed its willingness to hold the Joint Training on Code for Unalerted 
Encounters at Sea (CUES) and the Maritime Search and Rescue and Disas- 
ter Relief Joint Exercise together with ASEAN countries in 2016.'' At the 
25th Anniversary of China-ASEAN Dialogue Relations in 2016, Premier Li 
Keqiang further proposed that both sides should achieve the institutionaliza- 
tion of the China-ASEAN Defense Ministers’ Informal Meeting at an early 
date and boost bilateral defense and military exchanges. Both sides should 
push the ministerial dialogue mechanism on law enforcement and security 
cooperation for more practical development.'? In 2019, China hosts largest 
land-based ADMM.-Plus joint counter-terrorism drill in 2019 and the two 
sides conducted the first exchange program for young and middle-aged offi- 
cers and military think tanks. Premier Li Keqiang called on again that a direct 


9 See Seng Tan, “Is ASEAN Finally Getting Multilateralism Right? From ARF to ADMM+,” Asian Studies 
Review, Vol. 44, Issue 1 (2020), pp. 28-43. 

10 Sarah Teo and Henrick Z. Tsjeng, “A Diplomatic Decade: The ASEAN Defence Ministers’ Meeting,” 
Global Asia, https://www.globalasia.org/v1 1 no1/feature/a-diplomatic-decade-the-asean-defence-minis- 
ters-meeting_sarah-teohenrick-z-tsjeng. 

11 “China-ASEAN Defense Ministers’ Informal Meeting kicks off in Beijing,” Mission of the People’s Repub- 
lic of China to ASEAN, October 21, 2015, http://asean.chinamission.org.cn/eng/zdjl/t1307777.htm. 

12 “Li Keqiang Attends 19th China-ASEAN Summit, Emphasizing to Build up Confidence, and Forge 
Ahead to Push China-ASEAN Relations for More Comprehensive and In-depth Development,” Con- 
sulate-General of The People's Republic of China in Surabaya, September 14, 2016, http://surabaya. 
chineseconsulate.org/eng/gdxw_2/t1397396.htm. 
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hot line between our defense departments be set up at an early date to 
strengthen policy communication and mutual trust. At the 10th China-ASE- 


AN Defense Ministers’ Informal Meeting in 2019, China’s military leader 
called on the two sides to extend defense exchanges at all levels and enhance 
cooperation in areas such as expertise training, disaster relief and count- 
er-terrorism.'? In 2020, at the 23th ASEAN-China Summit In November 
2020, Li highlighted that the two sides should strive to build up cooperation 
on defense and non-traditional security issues.'* To some extent, we can see 
that the blank space of the military cooperation between China and ASEAN 
countries is being improved incrementally. 

It is worth noting that China has initiated the Xiangshan Forum, a plat- 
form of exchange based in Beijing. In 2014, the Xiangshan Forum was up- 
graded to a track-1.5 platform of international security and defense dialogue. 
'S In October 2018, the Xiangshan Forum was renamed the Beijing Xiang- 
shan Forum. In 2019, More than 1300 people, including 76 official delega- 
tions, 23 defence ministers and six chiefs of staff attended the forum and 
exchanged new ideas and approaches for addressing regional security threats 
and challenges. During a congratulation letter to the forum, President Xi 
called for the creation of security mechanisms suitable to the region’s devel- 
opment and situation. China is attempting to propose its own idea of securi- 
ty and order through its initiated exchange forum, as it is commented by the 
media that China is developing and honing its tools for global security and 
wants to promote a vision of world order that draws on ancient Chinese phil- 
osophical traditions and theories of statecraft.'® 


CHINA'S NEW INSTITUTIONAL INITIATIVES WITHIN ASEAN FRAMEWORK: RCEP 
The Regional Comprehensive Economic Partnership (RCEP) is a regional 
trade agreement plan put forward and driven by ASEAN in 2011. The RCEP 
is the largest FTA China has ever negotiated on. China sees itself capable 
of and responsible for playing an important role in the RCEP negotiations 


13 Li Jiayao, “Chinese defense minister attends 4th ADMM-Plus in Philippines,” China Military, October 
25, 2017, http://eng.chinamil.com.cn/view/2017-10/25/content_7800222.htm. 

14 “Full text: Speech by Premier Li Keqiang at 23rd China-ASEAN Summit,” The State Council of The Peo- 
ple’s Republic of China, November 12, 2020, http://english.www.gov.cn/premier/speeches/20201 1/13/ 
content_WS5fade6dbc6d0f7257693f972.html. 

15 “Xinshidai de zhongguo guofan (shuangyu quanwen)”|China’s National Defense in the New Era (Bi- 
lingual Full Text)], Chinadaily, July 24, 2019, http:/anguage.chinadaily.com.cn/a/201907/24/WS5d- 
37f2aea3 10d83056400bef_6.html. 


16 Rajeev Ranjan Chaturvedy, “China uses Xiangshan Forum to raise its profile on regional defence is- 
sues,” South China Morning Post, November 3,2019, https://www.scmp.com/news/china/diplomacy/arti- 


cle/3036052/china-uses-xiangshan-forum-raise-its-profile-regional-defence. 
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and accelerating the process of the negotiations positively and actively. '” 
Negotiations among RCEP participants began in November 2012, and cover 
goods, services, investments, economic and technical cooperation, competi- 
tion, and intellectual property rights. China has pushed hardest for the deal 
among group members. China has long backed RCEP as an opportunity to 
set regional rules for trade. 

In April 2014, Premier Li Keqiang said at the Boao Forum in Hainan that 
China is willing to work with all parties to actively promote the process of the 
negotiations of RCEP, hoping that agreement could be reached in 2015. Li 
proposed that the launching of a feasibility study on a Free Trade Area of the 
Asia-Pacific (FTAAP) may be considered to maximize the benefits of trade 
and investment in the Asia-Pacific. Additionally, Li stated that China takes 
an open position towards the Trans-Pacific Partnership (TPP) and both the 
RCEP and the TPP should become important supplements to the multilat- 
eral trading system, and these two mechanisms should go hand in hand and 
reinforce each other.'* At 10+3 meeting in 2015, Li state again that China 
hopes that agreement could be reached in 2016. In 2017, Li attended the 
first leaders’ meeting on RCEP. And in the 2nd leaders’ meeting on RCEP in 
2018, Liis quoted as saying,” talks on the RCEP have reached the final stage 
and we must build on the momentum and unleash a strong finishing kick, 
striving to complete the deal within 2019.”'° At the 3rd RCEP Summit in 
Bangkok in 2019, Li called the latest progress in the seven-year-long RCEP 
negotiations and suggested that all partied prepare a complete legal text for 
signature as soon as possible. 7° In November 2019, the RCEP 15 participat- 
ing countries finally concluded text-based negotiations. On May 28 2020, Li 
expressed his belief again that the Regional Comprehensive Economic Part- 
nership (RCEP) will be signed before the end of this year as scheduled.?! 
After twenty-eight rounds of RCEP negotiations and eight Regional Com- 
prehensive Economic Partnership (RCEP) Ministerial Meeting during the 
past 8 years, RECP has been signed in November 2020 and is expected to 
take effect within two years. It is of note that China has made a lot of efforts 


17 William Alan Reinsch and Jack Caporal, “At Last, An RCEP Deal,” CSIS, December 3, 2019, https:// 
www.csis.org/analysis/last-rcep-deal. 


18 “Full text of Li Keqiang’s speech at opening ceremony of Boao Forum,” Chinadaily, April 14, 2014, 
https://www.chinadaily.com.cn/china/2014-04/1 1/content_17425516.htm. 


19 “Chinese premier calls for strong “finishing kick” of RCEP talks,” Xinhuanet, November 14, 2018, http:// 
www.xinhuanet.com/english/20 18-1 1/14/c_137606226.htm. 


20 “Li Keqiang Attends the Third Regional Comprehensive Economic Partnership (RCEP) Summit”, Min- 
istry of Foreign Affairs of the People’s Republic of China, November 5, 2019, https://www.fmpre.gov.cn/ 
mfa_eng/wjb_663304/zzjg_663340/bmdyzs_6648 14/xwlb_6648 16/t17 13920.shtml. 


21 “Premier Li: China expects to sign RCEP this year,” CGTN, May 28, 2020, https://news.cgtn.com/ 
news/2020-05-28/Premier-Li-China-expects-to-sign-RCEP-this-year-QRz1 DUz9II/index.html. 
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to persuade India into joining in the RCEP, though failed.?? So although 
RCEP was initiated by ASEAN, China has been a staunch supporter of its 
process and played a crucial and constructive role in pushing for the negoti- 


ations. The pact is even seen as an extension of China’s influence in the re- 
gion by international observers.*? 


CHINA’S NEW INSTITUTIONAL INITIATIVES BEYOND ASEAN FRAMEWORK: 
OBOR 

It is no doubt that OBOR is the most ambitious plan among all China’s re- 
gional initiatives to enhance cooperation between China and ASEAN coun- 
tries. Chinese president XI Jinping launched the concept of the 21‘t Century 
Maritime Silk Road (MSR) in October 2013 during a visit to Indonesia, 
which is combined with the concept of a Silk Road Economic Belt to consti- 
tute Belt and Road Initiative (BRI, also OBOR). China views BRI as a Chi- 
na’s approach to deal with the common challenge faced by the human kind 
and improve the global economic governance.** The Chinese government 
then set up the Leading Group for Promoting the Belt and Road Initiative 
with an administrative office under the National Development and Reform 
Commission in early 2015. In March 2015, the Chinese government pub- 
lished the “Vision and Actions on Jointly Building Silk Road Economic Belt 
and 21st Century Maritime Silk Road”. In May 2017, the first Belt and Road 
Forum for International Cooperation was convened in Beijing, the second 
being followed in 2019. At the 19th National Party Congress in October 
2017, China’s Communist Party formally adopted the Belt and Road Initia- 
tive under its Party Constitution as part of a resolution to achieve “shared 
growth through discussion and collaboration”.”’ It is no doubt that the BRI 
will be a guiding principle for China’s overall foreign policy in the coming 
five years. As some analysis pointed, President Xi views BRI as the signature 
foreign policy theme of his leadership tenure and the practical embodiment 
of his “China Dream” for promoting national rejuvenation and cementing 


22 “Shangwubu tan yindu buru RCEP: Yindu he 15 fang dou cunzai yixie tanpan wenti” [Ministry of Com- 
merce on India’s non-entry into the RCEP: India and the 15 parties have some negotiating problems], 
Sohu, November 6, 2019, https://www.sohu.com/a/352015828_260616. 


23 “RCEP: Asia-Pacific countries form world’s largest trading bloc,” BBC News, November 16, 2020, 
https://www.bbe.com/news/world-asia-54949260. 


24 “Xingidian xinyuanjing xinzhengcheng wangyi tan dierjie ‘yidaiyilu’ guoji hezuo gaofeng luntan 
chengguo” [New Start Point New Vision New Journey - Wang Yi on the results of the 2nd Belt and 
Road International Cooperation Summit], Xinhuawang, April 29, 2019, http:/Avww.xinhuanet.com/ 


world/2019-04/29/c_1124429961.htm. 


25 “Zhongguo gongchandang zhangcheng” [Constitution of the Communist Party of China], Gongchan- 
dangyuanwang, October 24, 2017, http:/Avww. 1237 1.cn/special/zggcdzc/zggcdzcqw/. 
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the country’s place as a leading world power.?® China views ASEAN as the 
primary area of its BRI building.” 

China has been promoting the development of BRI in the Southeast Asia 
through the following ways. Firstly, it aims to advance practical cooperation 
in various fields. As China’s government model is likely to be characterized 
by the performance legitimacy domestically, China seeks to achieve some 
practical fruits internationally, especially under Xi’s strong leadership. Chi- 
nese Foreign Minister Wang Yi said that China’s BRI is constituted of an 
action team, rather than a talking shop and it sticks to result-orientation, 
action-orientation and project-orientation. 7* The OBOR initiative includes 
five cooperative fields to benefit China-ASEAN, covering infrastructure, in- 
formation sharing, technological innovation, trade service, and cultural ex- 
change. By the end of July 2019, the Chinese government has signed 195 
intergovernmental cooperation agreements with 136 countries and 30 inter- 
national organizations. *? In the Southeast Asia, the China-Indochina Penin- 
sula Economic Corridor has been promoted strongly by China, which was 
initiated in 2010 but got momentum in the BRI framework. It proceeds 
along three routes: the Eastern via Vietnam (estimated completion for 
the international rail line running from Nanning to Hanoi is by 2030), the 
Central via Laos (2022) and the Western via Myanmar (2020).*° In the indi- 
vidual Southeast Asia countries, a lot of cooperation projects have been im- 
plemented, such as hydropower projects in Laos, Rayong Industrial Zone 
in Thailand, Melaka Gateway in Malaysia, and Jakarta-Bandung high 
speed railway project in Indonesia. The study from the Moody’s analytics 
finds that eight examined countries in the ASEAN would have progressively 
faster growth rates as the level of BRI funding increases. Indonesia and the 
26 Christopher K. Johnson, “President Xi Jinping’s ‘Belt and Road Initiative’,” CSIS, March 28, 2016, 

https:/Avwwicsis.org/analysis/president-xi-jinping%E2%80%99s-belt-and-road- initiative. 


27 “Zhongguo waijiaobu: Shizhong jiang dongmeng shiwei zhoubian waijiao youxian fangxiang he ‘yidaiyilu’ 
jianshe zhongdian diqu” [Chinese Foreign Ministry: ASEAN has always been regarded as a priority for 
peripheral diplomacy and a key area for the construction of the Belt and Road], China-ASEAN Business 
Council, November 29, 2020, http:/Avww.china-aseanbusiness.org.cn/index.php?m=content&c=index- 


&a=show&catid=1 1 &id=35421. 


28 “Xinqidian xinyuanjing xinzhengcheng. wangyi tan dierjie ‘yidaiyilu’ guoji hezuo gaofeng luntan 


chengguo” [New Start Point New Vision New Journey - Wang Yi on the results of the 2nd Belt and Road 
International Cooperation Summit], Xinhuawang. 

29 “Yidaiyilu’ changyi liunian chengjidan: Jinnian qian 8 geyue woguo dui yanxian guojia jinchukou zengsu 
gaochu quanguo zhengti 6.3 ge baifendian” [“Belt and Road” initiative six-year report card: In the first 
eight months of this year, China’s import and export growth rate of countries along the route is 6.3 per- 
centage points higher than the overall national], China-ASEAN Business Council, September 20, 2019, 
http://www.china-aseanbusiness.org.cn/index.php?m=content&c=index&a=show&catid=6&id=3 1057. 

30 Sophie Boisseau du Rocher, “The Belt and Road: China's “Community of Destiny” for Southeast Asia?” 
IFRI, June 2020, https://www.ifri.org/en/publications/notes-de-lifri/asie-visions/belt-and-road-chinas- 
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Philippines would see the greatest boost to long term GDP growth, followed 
closely by Laos and Myanmar. *! 


The reason for such a practical cooperation partly lies on the China’s 
governance style. The central government has acted a supervisor of BRI and 
is organizing many actors to implement the project on the ground. Out of 
these actors, companies, especially Stated Owned Companies, have been 
mobilized. Besides companies, local governments (provinces, cities, dis- 
tricts) have also been asked to implement BRI practically and to have BRI 
integrated in in their local development strategies. ** For example, Yunnan 
Province labels itself as a “bridgehead” to develop cross-border ties with 
economies in Southeast Asia, especially Myanmar, while Guangxi Province 
concentrated its efforts to develop cross-border ties with Vietnam. 

Secondly, China offers huge financial support to make sure the practical 
fruits OBOR initiatives can yield. China put forward the initiative to set up 
the AIIB during Xi’s visit to Indonesia in October 2013. It was put forth to- 
gether with the 21st Century Maritime Silk Road, which implies there is a 
sort of complementary relationship between them. A positive aspect of the 
AIIB, in comparison to other more established international financial insti- 
tutions such as the Asian Development Bank and the World Bank, is its 
willingness to finance infrastructure projects for which it would normally be 
difficult for low-income countries to secure funding from the Bretton-Woods 
institutions**. As Malaysian Prime Minister Mahathir Mohamad stated that 
Western institutions have consistently failed to provide investment for the 
region, and that the AIIB presented an excellent opportunity to improve in- 
frastructure. *The AIIB will help supply the capital for infrastructure con- 
struction of about US$150 billion, and its such rich capital makes it a real 
international development bank. China firmly support its operation and de- 
velopment. In addition to subscribing capital according to plan, as Xi said, 
China would contribute 50 million U.S. dollars to the project preparation 
special fund to be established soon, to support the preparation for infra- 
structure development projects in less developed member states.** As of the 


31 “The Belt and Road Initiative—Six Years On,” Moody's Analytics, June 2019, https://www.moodysanalyt- 
ics.com/-/media/article/20 1 9/belt-and-road-initiative.pdf. 

32 “China's belt and road and the world: competing forms of globalization,” IFRI, April 2019, https://www. 
ifri.org/en/publications/etudes-de-lifri/chinas-belt-road-and-world-competing-forms-globalization. 


33 G. John Ikenberry and Darren J. Lim, “China’s emerging institutional statecraft: The Asian Infrastructure 
Investment Bank and the prospects for counter-hegemony,” Project on International Order and Strategy 
at Brookings, April 2017, https://theasiadialogue.com/wp-content/uploads/2018/02/chinas-emerging-in- 
stitutional-statecraft.pdf. 


34 Ck Tan, “Mahathir urges Japan, other holdouts to join AIIB,” Nikkei Asian Review, May 14, 2015, 
https://asia.nikkei.com/Politics/Mahathir-urges-Japan-other-holdouts-to-join-AIIB2. 


35 “Full text of Chinese President Xi Jinping’s address at AIIB inauguration ceremony,” Chinadaily, January 
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end of 2018, AIIB had approved loans of US$7.5 billion and leveraged other 
investments totaling almost US$40 billion. Its 35 approved projects are dis- 
tributed over 13 countries including Indonesia, Pakistan, Tajikistan, Azerbai- 
jan, Oman, Turkey and Egypt. It is worth noting that one of the differences 
between AIIB and other Westerns MDBs is that AIIB places no policy of 
fiscal requirements on states which borrow money, which partly leads to 
cooperation more feasible. Besides AIIB, during the Beijing Asia-Pacific Eco- 
nomic Cooperation Summit of 2014, China committed to give US$40 bil- 
lion for the Silk Road Fund in order to improve infrastructure and strength- 
en economic integration. At opening of Belt and Road forum in 2017, China 
further committed to contribute an additional RMB 100 billion to the Silk 
Road Fund. 

Besides the investment effort through AIIB and the Silk Road Fund, Chi- 
na has adopted many measures to scale up financing support for the Belt and 
Road Initiative. For example, China’s policy banks and state-owned commer- 
cial banks are the two main kinds of bank institutions to support its SOEs to 
go aboard when implementing BRI. At the first Belt and Road forum, Xi said 
that China will encourage financial institutions to conduct overseas RMB 
fund business with an estimated amount of about RMB 300 billion. The 
China Development Bank and the Export-Import Bank of China will set up 
special lending schemes respectively worth RMB 250 billion equivalent and 
RMB 130 billion equivalent to support Belt and Road cooperation on infra- 
structure, industrial capacity and financing.** According to Xi, in the follow- 
ing three years, China would provide assistance worth RMB 60 billion to 
developing countries and international organizations participating in the 
Belt and Road Initiative to launch more projects to improve people’s well-be- 
ing. China would provide relevant international organizations with US$1 
billion to implement cooperation projects that would benefit the countries 
along the Belt and Road.*’ 

Thirdly, to facilitate these BRI projects, China has attempted to build 
various institutions, formal and informal. As WangYi said, Belt and Road 
international cooperation framework, which is guided by the summit forum 
and propped up by the bilateral cooperation in various fields, has basically 
taken shape.** Belt and Road Forum for International Cooperation was held 
in May 14 to 15 2017 for the first time. The event was attended by heads of 


16, 2016, https://www.chinadaily.com.cn/business/20 1 6-01/16/content_23116718_3.htm. 


36 “Full text of President Xi’s speech at opening of Belt and Road forum,” Xinhuanet, May 14, 2017, http:// 
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37 Ibid. 


38 “New Starting Point, New Vision and New Journey: Wang Yi on Outcomes of the Second Belt and Road 
Forum for International Cooperation (BRF),” Ministry of Foreign Affairs of the People’s Republic of China, 
April 29, 2019, https://www.fmpre.gov.cn/mfa_eng/zxxx_662805/t1660860.shtml. 
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state and government of 29 countries as well as more than 1,600 represen- 
tatives from over 140 countries and 80-plus international organizations. The 


forum produced 279 deliverables, involving 76 major items in five key ar- 
eas.*? The second Belt-Road Forum (BRF) was held in Beijing from 25-27 
April 2019. It was attended by 40 global leaders, among which Italian Prime 
Minister Giuseppe Conte became the first G7 leader to join the BRI. Com- 
pared with the previous session, the number of sub-forums has doubled and 
expanded to 12 sessions. The newly added sub-forums are mainly the Clean 
Silk Road Sub-forum, the Digital Silk Road Sub-forum, the Green Road, the 
Innovation Road, the Local Cooperation Sub-Forum, and the Overseas Eco- 
nomic and Trade Cooperation Forum.*° In addition, the entrepreneur con- 
ference was held for the first time, which aims to strengthen the direct con- 
nection between enterprises and the business community under the big 
framework of the BRI. During the second Belt and Road forum, all parties 
also proposed and established over 20 platforms for Belt and Road multilat- 
eral dialogues and cooperation on the China-Europe Railway Express, ports, 
finance, customs, accounting, taxation, energy, environmental protection, 
culture, think tank, and media etc., including the establishment of the Mar- 
itime Silk Road Port Cooperation Mechanism, the International Coalition 
for Green Development on the Belt and Road, the Alliance of International 
Science Organizations in the Belt and Road Region, and the Belt and Road 
Studies Network.*! Besides the Belt and Road summit once every two years, 
a lot of cooperation platforms have also been built to facilitate the develop- 
ment of BRI. In November 2018, the first China International Import Expo 
was held, attracting 172 countries, regions and international organizations 
and more than 3,600 enterprises from outside China. China has also hosted 
many large-scale expositions such as the Silk Road International Exposition 
and the Investment and Trade Forum for Cooperation between East and 
West China, the China-ASEAN Expo, the China-Eurasia Expo, the Chi- 
na-Arab States Expo, the China-South Asia Expo, the China-Northeast Asia 
Expo, and the Western China International Fair.” 

It is easy to conclude that BRI, is moving toward the trend of institution- 
alization, though at an early stage, as Xi is quoted in the second Belt-Road 


39 Office of the Leading Group for Promoting the Belt and Road Initiative, The Belt and Road Initiative 
Progress, Contributions and Prospects 2019, (Beijing: Foreign Languages Press, 2019), p.35. 
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Forum, “In the spirit of multilateralism, we need to earnestly advance the 
institution building for Belt and Road cooperation to provide a strong under- 
pinning for our practical cooperation in various fields.” **7Many observers 
point out that the BRI has entered a new phase to get institutionalized.* 
Compared to the traditional concept of institution, institutionalization of 
China’s BRI possess new characteristics. It is an ongoing process rather than 
being built based on an institutional charter. It has quite loose objectives and 
principles, changing membership, and the various agenda. it has offered no 
tacit and binding rules to constrain the actor’s behavior, rather it places the 
first priority on the result itself. To put it differently, in BRI institution frame- 
work, the rules can be used to enhance the result of development, but they 
are not the ends by themselves. The tradition institution theoretically needs 
some extent of power centralization to ensure rules compliance, while the 
BRI institution is in essence a platform, which is built by China and China 
tend to play the role of organizer, instead of the supervisor. 

Fourthly, to facilitate the BRI projects, China aims to offer its own vision 
for international cooperation and global governance. At the first Belt and 
Road Forum, Xi stated that the troubles in the current international relations 
he was bothered by were deficits in peace, development and governance.” In 
China’s perspective, jointly building BRI is in the interests of the world com- 
munity. Reflecting the common ideals and pursuit of human societies, it is a 
positive endeavor to seek new models of international cooperation and global 
governance, and will inject new positive energy into world peace and devel- 
opment. *° To put it differently, building BRI is an attempt to provide an al- 
ternative solution to these issues as they have not been addressed effectively 
in isolation over long periods of time. It is no doubt that China strives to 
make some reforms upon the current global governance system by its own 
approach, the real question, however, is what are the new models proposed 
by China through BRI. There are some hints as follows. Firstly, China pro- 
poses the aim of developing a community of “shared destiny for all man- 
kind”, which is intended to be finalized by BRI. On January 18, 2017, Xi 
Jinping gave a speech at the United Nations Geneva headquarters entitled 
43 “Promoting High-Quality Development of Belt and Road Cooperation,” Ministry of Foreign Affairs of the 


People’s Republic of China, April 27, 2019, https://www.fmpre.gov.cn/mfa_eng/zxxx_662805/t1659454. 
shtml. 


44 “Li Yang: ‘Yidaiyilu’ changyi keyi chengwei jiejiu weiji de youxiao banfa” [Li Yang: The Belt and Road 
Initiative can be an effective way to rescue the crisis], March 23, 2019, https://xw.qq.com/cmsid/20190 
323A0809R/20190323A0809RO00. 

45 “Full text of President Xi’s speech at opening of Belt and Road forum,” Belt and Road Portal, May 14, 
2017, https://eng.yidaiyilu.gov.cn/home/rolling/13299.htm. 
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Cambodia, March 28, 2015, http://cb.mofcom.gov.cn/article/ydyl/20 1504/20 150400930895.shtml. 
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“Work Together to Build a Community of Shared Future for Mankind”. In 
the report delivered by Xi at the 19th National Congress of the CPC in Oct 
2017, the proposition to build a community of shared future for mankind 
has been emphasized as an important part of the thought on Socialism with 
Chinese characteristics for a new era. Compared to traditional way of inter- 
preting the world, it seems China has tried to develop its own framework. 
Within the community of “shared destiny for all mankind”, the West is not 
the leader anymore and China is obviously a member, if not the leader. Ad- 
ditionally, compared to the community of democracies always prescribed by 
the West, China seems to blur the difference between the democratic and 
the non-democratic. The traditional values held by the West, such as human 
rights, have not been included in China’s view of the world. Hence, it has a 
solid cultural and spiritual basis on China. Secondly, the core concept of the 
OBOR initiative is openness, inclusiveness and mutual benefits. It is reiter- 
ated that China will uphold the principle of extensive consultation, joint 
contribution and shared benefits, maintain close communication and coor- 
dination with all parties to build BRI. It can be interpreted that China views 
the international cooperation and governance were dominated by the West, 
being a closed club, and China’s voices and rights were not respected equal- 
ly, which leads to China’s vision for the principles of extensive consultation, 
joint contribution and shared benefits. As Xi said, the international society 
should support equality among all countries, big or small, strong or weak, 
rich or poor. In order to fulfill these principles and norms, the BRI is pre- 
sented as an ‘inclusive’ initiative meaning any country, international organi- 
zation, company, state institution, local government, non-governmental or- 
ganization or individual can come to participate. To make sure the mutual 
benefits, the BRI has paid a lot efforts to promote policy synergies between 
relevant parities, especially in Southeast Asia. For instance, to synergize In- 
donesia’ Global Maritime Fulcrum and BRI, a joint statement published 
when President Joko Widodo visited China in March 2015, promised a “mar- 
itime partnership” and described the two maritime policies as “complemen- 
tary”.*” To realize mutual benefits, China aims to include discourse of im- 
proving people’s wellbeing into its BRI discourses. In China’s political 
discourses, people’s wellbeing is the greatest political correctness and all the 
development should serve the people instead of certain interest groups or 
the few people as in the West countries through China’s lenses. Thirdly, 
China is trying to take the flag of some norms, such as development and free 
trade, which were usually prescribed by the West. China does not tend to 


47 Bruno Jetin, “One Belt-One Road Initiative’ and ASEAN Connectivity: Synergy Issues and Potentiali- 
ties,” in Linggui Wang and Jianglin Zhao, China's Belt and Road Initiative and Building the Community 
of Common Destiny (Singapore: World Scientific Publishing Co, 2019), p.13. 
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reinvent a new system, but aims to promote the improvement of internation- 
al governance system. i.e., to persevere in some and throw away others si- 
multaneously. China not only aims to avoid irritating the West while imple- 
menting the OBOR initiative but also wants to include the West into its 
institutionalization attempt to make the initiative more feasible. On the one 
hand, The Chinese Government is attempting to use these existent norms to 
increase legitimacy for the BRI. For instance, thanks to China’s effort, the 
proposition to build a community of shared future for mankind was first 
made part of the United Nations resolution. On March 11, 2017, the same 
proposition was included in the UN Security Council resolution; and on 
September 11, 2017, the proposition’s underlying principle of achieving 
shared growth through discussion and collaboration consultative was incor- 
porated in the UN General Assembly resolution on the United Nations in 
global governance.** In terms of BRI, the Ministry of Commerce (MOF- 
COM) have worked with the UN Development Programme (UNDP) to pres- 
ent the BRI as a key means to achieving the UN Sustainable Development 
Goals, while in 2017 the UN Security Council passed a resolution calling for 
support for development initiatives, specifically mentioning the BRI.*? AITB 
also illustrates China’s intentions to making partnership with the existing 
institutions. China supports the AIIB to work with other multilateral devel- 
opment banks on the big infrastructure projects, including the World Bank 
Group, Asian Development Bank, European Investment Bank, and Europe- 
an Bank for Reconstruction and Development. *°Another friendly signal to 
the Western countries and Western norms is China’s push for third-party 
market cooperation when implementing BRI. China has expanded third-par- 
ty market cooperation with 14 countries including France, Italy, Spain, Ja- 
pan and Portugal, Germany and so on. On the other hand, faced with the 
new situation that the West, especially the US Trump administration, has 
began to reel against the free trade norms, China began to take the lead in 
diffusing the free trade norms and development ideas. At the first Belt and 
Road forum in May 2017, Xi is quoted as saying, “trade is an important en- 
gine driving growth. We should embrace the outside world with an open 
mind, uphold the multilateral trading regime, advance the building of free 
trade areas and promote liberalization and facilitation of trade and invest- 
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(2017), p.7. 
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ment.” At 26th APEC Economic Leaders’ Meeting in November 2018, Xi 
spent a lot of inks to express China’s support for the free trade norms. He 
stated that, “the road toward a Free Trade Area of the Asia-Pacific (FTAAP) 


will not be smooth. Yet, we need to remain committed to this goal and move 


toward it. We need to adopt an open, inclusive and transparent approach to 
the various kinds of free trade arrangements to ensure coordinated and pos- 
itive interactions among them. We need to firmly uphold the rules-based 
multilateral trading system and say no to protectionism. The World Trade 
Organization is exploring a new round of reform. Such reform should be 
designed to enable the WTO to better play its role and uphold the core val- 
ues and underlying principles of the multilateral trading system instead of 
having the Organization overhauled.”*'In brief, free trade norms nowadays 
have obtained a status of political correctness within China, which has hard- 
ly been questioned from the economic gains and losses lens. In spite of the 
gap between what China has said and done, it is obvious that China is rhe- 
torically giving up its long-held norms of self-reliance and portraying itself as 
a new defender of free trade norms. A Chinese scholar is quoted as saying, 
“We should adhere to “free trade” and grab the high ground of morality, 
which will be beneficial to further establish the image of a responsible power 
and consolidate China’s leading position in global governance.”** 

Last but not least, it is of note that China will set an exemplar of some 
norms, especially to its neighboring Southeast countries, through its own 
successful actions rather than its words though China may have no much 
intention to spread it internationally. China maintains its own view of sover- 
eign, the role of government in relation to the market and so on. At the 
General Debate of the 70" Session of the UN General Assembly in 2015, Xi 
illustrated his interpretation of sovereignty, “the principle of sovereignty is 
not just limited to the idea that the sovereignty and territorial integrity of all 
countries is inviolable, and that their internal affairs are not to be subject to 
interference. It also means that all countries have a right to make their own 
choice of social systems and development paths, that this right should be 
upheld, and that all countries’ endeavors to promote economic and social 
development and improve their people’s lives should be respected.”*? Obvi- 
ously China is making a point that every country has the right to choose its 
government system, even though in a way that the West opposed. Compared 
to the democratic means that a government is elected, China holds that 
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what’s more important is the accountability that a government should take to 
develop its economy and improve well beings of the people. China’s stance 
will have far reaching implications to the diffusion of democratic norms in 
Southeast Asia, directly or indirectly. Additionally, China’s huge economic 
success will lead to the reflection on the role of government in relation to 
markets and enterprises. China attributes its economic success to the strong 
role of government in managing the economy, and holds state owned enter- 
prises are significant to its global economic endeavor and domestic econom- 
ic stability. Some Chinese scholar concluded that the secret to China’s suc- 
cess is its use of both the “invisible hand” and “visible hand”, forming an 
organic integration and mutual improvement over the functions of the mar- 
ket and the state. In terms of BRI, as President Xi said in a speech, “In all 
Belt and Road cooperation projects, the government will provide guidance, 
enterprises will act as the main players and market principles will apply. This 
will make the projects more sustainable and create a fair and non-discrimi- 
natory environment for foreign investors.”*> Whether it can be labelled as 
“China model”, China’s exemplar aroused some anxieties around some West- 
ern scholars. As Ian Bremmer’s article titled by State Capitalism comes of 
age: the end of free market? from Foreign Affairs said, the state’s heavy hand 
in the economy is signaling a strategic rejection of free-market doctrine and 
the champions of free trade and open markets have to prove these systems’ 
value to an increasing skeptical international audience.*° The southeast 
countries will be the most likely to become one of the skeptical international 
audience as they benefit the most from BRI. 


V. CONCLUSION 

The China policy and scholarship circles like to depict the international situ- 
ation as the world is undergoing changes unseen in a century (Bainian Wei- 
you Zhi Dabianju).”’ The big changes essentially consist of an adjustment to 
the international order, not only in terms of power, but also in norms and 
vision, which involves a shift not only between China and U.S., but also be- 
tween the East and the West. Against this backdrop, the relationship between 
China and ASEAN will be faced with new challenges and opportunities. 
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As mentioned above, the role of China in regional orders has being 
evolved, from participating in ASEAN-centered institutions in the 1990s, 


proposing proactive initiatives in ASEAN-centered institutions in the 2000s, 
to propose new institutional initiatives within and beyond ASEAN frame- 
works in the 2010s. In the past three decades, China has transformed from 
an active institution participant to an active institution champion with a 
well-defined agenda and strategy, BRI being the just case. It is obvious that 
China has obtained more and more influence in shaping the regional order. 

For China to rise as a major power, it is important to deal with its relation- 
ships with ASEAN countries as well as to deal with the major power relation- 
ships with the U.S. In retrospective, it can be concluded that there are some 
core principles which penetrates their interaction of the past three decades. 
Firstly, the doctrine of development has constituted China’s lasting aims in 
relation to ASEAN countries. No matter China’s seek to engage with ASEAN 
in 1990s, China’s efforts to promote ACFTA, RCEP, or China’s grand ambi- 
tions to build BRI with ASEAN countries, development has been one of the 
dominant driving forces for China. In China’s perspective, development 
holds the master key to solving all problems.** Secondly, the principle of in- 
clusiveness has dominated its relationships with the U.S and ASEAN coun- 
tries, which has been illustrated in China’s policy towards ADMM plus, 
RCEP and OBOR. Regarding relationship with the US, China will neither 
become another US, nor challenge or replace the US.* To put it differently, 
as China’s foreign Minister Wangyi stated, “China respects the traditional 
influence and practical interests of the US in the Asia Pacific region, and is 
willing to live in peace with the US in this region, and carry out cooperation 
based on their respective advantages. The relationship between China and 
the US are not antagonistic in this region.”®° Regarding relationship with the 
ASEAN countries, it seeks to develop a strategic partnership which is non- 
aligned, non-military and non-exclusive, and does not prevent the partici- 
pants from developing their all-directional ties of friendship and cooperation 
with others.°’ Thirdly, the baseline during its interaction with the US and 
ASEAN countries is non- interference in other countries’ domestic affairs. 
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For China, it has all along adhered to the principle of non-interference in oth- 
er’s internal affairs. “This is a tradition of China’s diplomacy and We did not, 
do not and will not interfere in the internal affairs of any country.”® Of course, 
China in turn opposes its domestic affairs being interfered by others. 

In spite of China’s increasing power, it is too bold to say the primacy of 
regional order will witness a transition from Washington to Beijing. The fact 
is that China’s rising undoubtedly will pose a serious challenge to the U.S. 
dominated regional order in the coming years. Firstly, China has become the 
largest trade partner of ASEAN in a whole, which means the economic con- 
figuration in the region will tilt towards China. Due to the new economic 
configuration, ASEAN countries’ political attitudes toward China will have 
to take some adjustments, although different countries have various rhymes. 
To put it differently, they have to rethink their former pro-U.S. policies, es- 
pecially on the disputes in which China gets involved. In the late 1990s and 
2000s, the ASEAN countries have adopted a hedging strategy in its relations 
with U.S. and China, i.e. depending on U.S militarily and China economi- 
cally. China’s increasing rising will put the hedging strategy into question. 
Secondly, China efforts to build new institutions will compete or cooperate 
with the existent regional institutions. For instance, the ADMM plus will 
offer an alternative to ARF in regional security issues, while RCEP and BRI 
will play more roles than APEC in facilitating the regional economic devel- 
opment. In the future, China’s new institution initiatives will possibly be 
balanced by the ones proposed by U.S., for example, BRI will spur new eco- 
nomic initiatives by U.S. next administration. For ASEAN countries, they 
will get faced with more opportunities, but at the same time they will have to 
strike a balance between various institution initiatives. Especially the serious 
challenge for the ASEAN is to keep itself the seat of driver faced with insti- 
tutional competition form U.S and China. Thirdly, as the U.S hegemony in 
the Southeast Asia has been weakened by China’s rising power, the norm 
structure of liberal internationalism built to uphold the U.S hegemony is 
inevitable to be shaken. For the U.S, it has to figure out whether it is neces- 
sary to propose new norm narratives or improve the existing norm structures 
to safeguard its declining hegemony. For China, it has to figure out what to 
be maintained and what to abandoned in the existing norm structures to 
justify its rising power, especially how to blend its traditional culture with the 
existing norm narratives. For the ASEAN countries, the region has entered 
into an era of plurality of norms. It is of great uncertainties for the region to 
move with various norm narratives being in complex interaction. 
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I. INTRODUCTION 

ASEAN and Japan have their half-century relation- 
ship, and both parties have cultivated their partner- 
ship in the multi-dimensional aspects, including polit- 
ical security, economic, and socio-cultural matters. In 
2018, ASEAN and Japan celebrated the 45-year anni- 
versary of friendship and cooperation, and committed 
to enhancing their strategic partnership.! According 
to the Japanese government, “ASEAN has also been 
strengthening its presence as an important partner of 
Japan in the area of the economy”.? However, the re- 
lationship was not always right and amicable from the 
beginning because of the suspicion toward Japanese 
militarism before the WWII and the pollution exports 
by the overseas expansion of the Japanese industry. 
However, the nearly 50-year history of ASEAN and 
Japan strengthened their relationship in terms of not 
only the mere economic cooperation but also the sig- 
nificant partnership to the development of East Asian 
regional architecture (Yamakage, 2016). 

The paper intends to briefly explain the relationship 
between ASEAN and Japan, and understand how Ja- 
pan has developed a significant partnership with ASE- 
AN as well as how ASEAN has played a pivotal role in 
the mega-regional development, such as the Asia-Pa- 
cific and Indo-Pacific region. Since its inception, ASE- 


1 ASEAN Secretariat (2018). 
2 MOFA of Japan (2019), p. 81. 


111 


DR © 2022. Universidad Nacional Aut6noma de México-Instituto de Investigaciones Juridicas 


www. juridicas.unam.mx 
https://biblio.juridicas.unam.mx/bjv 


AN has increased its member countries and expanded its functions on a re- 
gional and global scale. The half century of the relationship building was 
characterised as a series of history, in which Japan has identified itself as a 
part of East Asia (Sudo, 2009). ASEAN has also reinforced its closer regional 
interaction by establishing several international fora, particularly since the 
1990s. Such an effort of ASEAN has not slowed down even after the Asian 
Financial Crisis in 1997. 

We would also like to touch upon the concept of “ASEAN centrality”. It 
is a relatively new term to explain the position that ASEAN intends to take. 
This “term” appeared in the ASEAN Charter and the chairman’s statement 
of the East Asia Summit in 2007.3 The chairman’s statement of the ASEAN 
Summit held in Hanoi, Viet Nam, on 28 October 2010 also explicitly men- 
tioned ASEAN centrality.* Indeed, several studies point out the concept of 
ASEAN centrality to understand the development of ASEAN to date (Cabal- 
lero 2014, Fukunaga 2015, Shoji 2017, Acharya 2017, Tan 2017, Tay 2019, 
Ishikawa 2019). To sum up the such studies, we can depict four critical 
characteristics of ASEAN centrality: (1) ASEAN’s geographical location in 
the region, (2) facilitator of the process of ASEAN conferences (3) substan- 
tial driver of the regional issues, and (4) negative discourse not to decline its 
status in the region. 

The first characteristics is related to the physical location of ASEAN. In 
2010, ASEAN released the Master Plan of ASEAN Connectivity (MPAC), 
one of the instruments for ASEAN to connect physically with external part- 
ners. While the connectivity elements are not limited to hard infrastruc- 
tures, the maximum impact of the connectivity is closely related to the ASE- 
AN integration processes that enhance the relationship with other external 
powers (Ho 2012). 

The second explanation means that ASEAN plays the role of initiate, 
host, or chair meetings with dialogue partners. ASEAN has successfully in- 
vited the other external powers to have meetings and fora that have framed 
the regional architecture (e.g. Post Ministerial Conference, ASEAN Region- 
al Forum, ASEAN plus-three and East Asia Summit). Fukunaga (2015) indi- 
cates that ASEAN has successfully been the component of regional FTA 
evolution by providing various opportunities for discussions.” 

The third explanation is the most meaningful. Not only has the ASEAN’s 
approach to multilateralism brought great powers to the discussion table, 
but it has also helped legitimise roles of great power and given ASEAN the 


3 ASEAN Secretariat (2007). 


4 The statement stressed the importance of enhancing and maintaining ASEAN centrality in the evolving 
regional architecture. 


5 Fukunaga (2015). 


112 


DR © 2022. Universidad Nacional Aut6noma de México-Instituto de Investigaciones Juridicas 


Esta obra forma parte del acervo de la Biblioteca Juridica Virtual del Instituto de Investigaciones Juridicas de la UNAM 
www. juridicas.unam.mx Libro completo en: 
https://biblio.juridicas.unam.mx/bjv https://tinyurl.com/4y8m6zcc 


opportunity to claim a small power “voice”. The message, “the group, moving 
from neutrality to centrality”, is also an example to explain ASEAN’s motiva- 
tion that encourage to add definite meanings. As Surin Pitsuwan, the former 
Secretary-General of ASEAN, described, the meaning of ASEAN centrality 
is to set the agenda, provide directions, and resolve disputes.° 

The fourth explanation is the negative discourse of ASEAN centrality. A 
variety of scholars frequently point out that ASEAN centrality has faced 
challenges, or the position of ASEAN’s centrality is eroding (Tsjeng 2016). 
One of the occasions where ASEAN watchers found the decline of ASEAN 
centrality was the failure of issuing the joint communique regarding the 
South China Sea dispute in 2012 Cambodian chairmanship (Ho, 2016). 
Acharya (2017) mentions that ASEAN centrality is a product of both ASEAN 
and external players, which implies that the centrality is not autonomous for 
ASEAN as a group. 

Based on East Asian regionalism to reflect the primacy of political moti- 
vations in concluding intergovernmental agreements, ASEAN centrality was 
formed due to this complex architecture of FTAs. With a view to understand- 
ing relationship between ASEAN and Japan, the strategic importance of 
ASEAN for Japan is characterised by several factors. Before starting to agree 
to form FTAs with ASEAN, as well as each ASEAN member state, Japan has 
promoted economic and industrial cooperation, which currently enebles a 
driving force of economic integration consolidated by ASEAN and East Asia 
economies. 

This paper patches fills the gaps within some previous researchers, re- 
viewing history of the ASEAN-Japan relationship. We emphasise the signifi- 
cance of continuing and renewing the reciprocal economic and industrial 
cooperation between the two partoners, mainly in terms of Japan’s role in 
ensuring and strengthening ASEAN centrality in the regional architecture. 
As we survey, ASEAN’s economic strength and vibrancy will be at the heart 
of ASEAN centrality, and Japanese cooperation has encouraged such func- 
tion. As we mentioned in our previous paper (Nishimura et al., 2019), the 
future robust relationship should be escalated from existing economic and 
industrial cooperation to a more socio-cultural aspect, where Japan has 
faced several socio-economic issues. Based on Japan’s experience, it is hoped 
that this cooperation will contribute to bolster ASEAN centrality associated 
with conventional heart-to-heart diplomacy.’ 

This paper is organised as follows. Section 2 examines brief history of 
the ASEAN-Japan relationship by dividing it into four periods. Section 3 


6 Mueller (2019), p. 181. 


7 Japan established so-called heart-to-heart diplomacy built on relations of trust by reflecting on the past 


WWII when it restarted the relationship with ASEAN. 
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presents the two examples of ASEAN-Japan cooperation, namely, Indo-Pacific 
and coronavirus challenge, to briefly discuss the future cooperation in line 
with ASEAN centrality. Finally, Section 4 concludes. 


Il. EXAMINATION OF ASEAN-JAPAN RELATIONSHIP® 

Firstly, our paper intends to review the history of the ASEAN-Japan relation- 
ship with a viewpoint of the community building process, partnership, and 
ASEAN centrality. In this paper, we would like to focus on the development 
of the relationship by focusing on the four periods: (1) the inception of the 
heart-to-heart relationship and intercommunication between ASEAN and 
Japan (creation phase of ASEAN: 1960s—1980s); (2) the development of the 
alliance between the two parties, focusing on industrial cooperation from 
Japan after the Cold War (early phase of the ASEAN Economic Community 
(AEC): 1980s—1990s); (3) emphasis on a mega-regional community in the 
context of China’s emergence; and (4) the establishment of AEC and fur- 
ther enhancement of the cooperation (2010s-present). Through a historical 
overview, we present agenda items to enhance the relationship towards the 
future, mainly from industrial cooperation, which has been the most consid- 
erable contribution of Japan to the consolidation of ASEAN centrality. 


PERIOD OF THE ESTABLISHMENT OF ASEAN (THE 19605-19705) 

ASEAN was established in 1967 by the foreign ministers’ agreement of five 
countries. The Bangkok Declaration proposed the purpose of the establish- 
ment of ASEAN, such as accelerating economic growth, social progress and 
cultural development, promoting regional peace and stability, and maintain- 
ing close and beneficial cooperation among member states.’ In the rela- 
tion between Southeast Asia and Japan, the Southeast Asian Development 
Fund Initiative by Prime Minister Nobusuke Kishi was one of the starting 
points that Japan was willing to engage in the development of Southeast Asia 
and its economic rehabilitation. However, Japan’s plan established the yen- 
loan finance system (the Overseas Economic Cooperation Fund) in 1961 to 
provide long-term credit to developing countries differently from post-war 
reparation. Despite its explicit objective to advance economic cooperation 
through the stable provision of finance, the fund intended to increase man- 
ufacturing exports, especially the chemical plant industry, and strengthen 


these Japanese industries’ global competitiveness through “tied loans”.'° 


8 We develop this part by relying on our previous paper (Nishimura et al. 2018). 
9 ASEAN Secretariat (1967). 


10 In general, a government provides a tied loan to a foreign borrower in return for the promise that the 


borrower will purchase goods and services from the lender’s country using such loan. 
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One of the objectives of establishing ASEAN as a small and medium-sized 
countries group was to avoid unnecessary regional conflicts among large na- 
tions regarding security interests.'!! Considering this founding principle of 
ASEAN and reflecting on the WWII, Japan’s initial relationship with ASEAN 
emphasised “heart-to-heart” intercommunication not to impair ASEAN’s re- 
gional autonomy. Nikai (2017) recounts the anti-Japanese riots that took 
place when Prime Minister Kakuei Tanaka visited Indonesia in 1974 and 
states that ASEAN member stetes (AMS)’s strong opposition signalled an 
opportunity to reconsider the relationship and promote a better understand- 
ing of Japan among the people of ASEAN. 

The formal relationship between ASEAN and Japan was started by estab- 
lishing the 1st ASEAN-Japan Rubber Forum in 1973. Subsequently, Prime 
Minister Takeo Fukuda was invited to the Japan-ASEAN summit on the side- 
lines of the 2nd ASEAN Summit in 1977. In August 1977, Mr Fukuda deliv- 
ered a famous speech in Manila, known as the ‘Fukuda Doctrine’, which 
formed the fundamental Japanese policy towards ASEAN.” In 1978, Japan 
obtained the status of dialogue partner with ASEAN and started the Japan-ASE- 
AN Foreign Ministers Meeting (known as Post Ministerial Conference [PMC}). 


EARLY PHASE OF THE ASEAN ECONOMIC COMMUNITY 

(THE 19805-19905) 

At the moment of the Plaza Accord in 1985, the Japanese yen’s appreciation 
encouraged Japanese firms to increase their foreing direct investment (FDI) 
towards AMS. Although ASEAN faced the global recession at the begging of 
the 1980s, each member state has started to relax the FDI restriction in the 
mid 1980s to catch the flow of investments. In line with the trend, the 3rd 
ASEAN Summit, held in Manila in 1987, formally authorised the transfor- 
mation of their economic policies outward-looking export-oriented develop- 
ment strategy (Shimizu, 1998). Japan also started to cooperate along with 
the policy shift of ASEAN. The Ministry of International Trade and Industry 
(MITI) Japan proposed the New Asian Industrial Development Plan (New 
AID Plan) in 1987 to promote the development of export industries in Asian 
countries. The rapid appreciation of the Japanese yen, caused by the Plaza 
Accord in 1985, accelerated this change on Japan’s side." 


11 This concept of security interests was reflected in formulating the 1971 Zone of Peace, Freedom and 


Neutrality and the 1976 Treaty of Amity and Cooperation in Southeast Asia. 


12 The Fukuda Doctrine advocates the three principles of Japan’s foreign policy: (1) Japan rejects the role 
of a military power; (2) Japan increases mutual confidence and trust; and (3) Japan is an equal partner 


of dependence, i.e. mutual dependence. 


13 Japan experienced a severe trade war with the United States and the European Community. The trade 


environment surrounding Japan was another reason for the change in its attitude towards ASEAN. 
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The 3rd ASEAN Summit in 1987 decided to utilise FDI to strengthen the ¥ 
economic development for ASEAN.'* In line with the policy change, the 
private sector pushes regional integration. Mitsubishi Motors Cooperation 
proposed the Brand to Brand Complementation (BBC) scheme to ASEAN to 
take advantage of scale economies and regional trade within ASEAN.” This 
scheme allows foreign firms to complement the manufacturing parts intra 
ASEAN scale under the same brand. The ASEAN Industrial Cooperation 
(AICO) scheme in 1996, based on BBC, provided an opportunity for mullti- 
national firms to carry out trade with tariff rates of less than 5% within the 
region to promote effective division of production bases and facilitate com- 
plementation of manufacturing parts.'° 

The end of the Cold War in 1989 was also one of the critical moments of 
ASEAN ’s regional integration. As clearly described at the 4th ASEAN Sum- 
mit statement, ASEAN proposed to create the ASEAN Free Trade Area 
(AFTA) and started to expand their membership to CLMV countries (i.e. 
Cambodia, Lao PDR, Myanmar, and Viet Nam). The AFTA forms a basis of 
the AEC building established in 2015. 

In the 1990s, ASEAN started to expand its economic integration and 
deepen its production networks by establishing the division of labour. One of 
the critical elements was the efforts toward peace of Cambodia and Indochi- 
na. In 1991, the Cambodia Civil War ended, and the Japanese government 
started to cooperate with Indochina countries to forester economic and so- 
cial development in the region. Prime Minister Kiichi Miyazawa proposed 
the Forum for Comprehensive Development of Indochina (FCDI) in 1993 to 
reconstruct the region’s development. Asian Development Bank also pro- 
posed the concept of Greater Mekong Subregion to enhance Indochina 
countries’ development at the same time. One of those moves’ aspirations is 
to assist the accession of Indochina countries to the member of ASEAN. 

In 1992, ASEAN and Japan launched the ASEAN Economic Ministers— 
MITI of Japan (AEM-MITI) Ministers Meeting, held every year since. MITI 
of Japan proposed the CLM Working Group on economic cooperation under 
the AEM-MITI to facilitate the market economy in CLM countries and pro- 
mote the division of labour in collaboration with AMS. CLM-WG was re- 
formed as the AEM-MITI Economic and Industrial Cooperation Commit- 
tee in 1997 to promptly support ASEAN’s industrial policies (Maeda, 2005). 


14 ASEAN (1987). 


15 The memorandum of the BBC scheme was signed among economic ministers at the 20th ASEAN Eco- 


nomic Ministers Meeting in October 1988. 


16 The AICO scheme was proposed at the 5th ASEAN Summit in December 1995, signed as the Basic 
Agreement on the ASEAN Industrial Cooperation Scheme at the informal ASEAN Economic Ministers 
Meeting in April 1996, and became effective in November 1996. 
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The committee held regular vice-ministerial-level consultations that needed 
intensive efforts concerning technological development, supporting indus- 
tries, and to promote the dissemination of Japanese knowledge and skills to 
Asian firms and capacity building of human resources in the manufacturing 
industries. In conjunction with deliberate support for manufacturing indus- 
trial development, Japan played a significant role in forming an infrastruc- 
ture foundation in several AMS.'” 

Additionally, ASEAN and Japan sought to form a new regional economic 
partnership in the Asia-Pacific region, including the Asia Pacific Economic 
Cooperation (APEC) in 1989. Japan’s leadership towards the Asia-Pacific 
region incorporated ASEAN in economic development and established the 
Pacific Economic Cooperation Council (PECC) and APEC (Terada 2001). 
In this regard, it is worth noting that the Ist ASEAN Plus Three (China, Ja- 
pan, and Korea) Summit was held in 1997 on Japan’s initiative, and it has 
become a regular meeting every year since. Although the Asian financial 
crisis inflicted severe economic damage on ASEAN, Japan provided financial 
support amounting to $80 billion to AMS (New Miyazawa Initiative) and 
took leadership of developing the Chiang Mai Initiative for monetary coop- 
eration in the ASEAN Plus Three framework. 


DEVELOPMENT OF FTA PERIOD (THE 2000S) 
After the Asia Financial Crisis experience, ASEAN started the ASEAN Com- 
munity building process at the beginning of the 21st century. In 2003, ASE- 
AN announced the Declaration of ASEAN Concord II (Bali Concord II). 
ASEAN declared to establish the Community building by 2020. Among oth- 
er things, the AEC aimed to “create a stable, prosperous and highly competi- 
tive ASEAN economic region in which there is a free flow of goods, services, 
investment and a freer flow of capital, equitable economic development and 
reduced poverty and socio-economic disparities in the year 2020” (ASEAN 
Secretariat 1997). The Tokyo Declaration for the Dynamic and Enduring 
ASEAN-Japan Partnership in the New Millennium was also published at the 
2003 ASEAN-Japan Special Summit in Tokyo to reconfirm fostering close 
and cooperative relations. 

The government of Japan gradually shifted its policy from multilateralism 
(GATT/WTO) to bilateralism (FTA) at the begging of the 2000s. Since the 


17 One conspicuous example is the development of the East-West Economic Corridor in the Mekong re- 
gion. There, Japan's support ranged from conceptualising and conducting a (pre)feasibility study of the 
economic corridor to constructing physical infrastructure (via Japan International Cooperation Agency), 
including roads, bridges, seaports, airports, and electricity facilities. Another contribution is Japan’s in- 
volvement with industrial estates such as the Eastern Seaboard Industrial Estate in Thailand, established 
in 1996, where many Japanese manufacturing firms brought automobile and machinery production 


infrastructure. This helped Thailand to realise export-oriented industrialisation. 
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signing of the FTA with Singapore in 2001, Japan promoted the agreement 
of FTA/EPA with each AMS respectively (see Table1). In 2008, the AAEAN- 
Japan Comprehensive Economic Partnership (AJCEP) Agreement went into 
force with newly acceded CLMV countries.'* 

The drastic shift from multilateralism-centred policy to FTA approach 
prescribed Japan’s active engagement with the economic development of 
ASEAN as a region (Kim, 2015). Kim (2015) points out the importance of 
Prime Minister Junichiro Koizumi speech, “Japan and ASEAN in East Asia 
- A Sincere and Open Partnership” for the policy shift of Japan towards ASE- 
AN.’° Prime Minister Koizumi proposed AJCEP and created a “community 
that acts together and advances together” for achieving this through expand- 
ing East Asia cooperation founded upon the Japan-ASEAN relationship 
(MOFA Japan 2002). This speech was epoch-making to the link between 
Northeast and Southeast Asia and provided the starting point of the regional 
economic partnership in 20 years (Kim, 2015).°° 

ASEAN was intended to provide common institutional platforms involv- 
ing considerable external powers. In particular, China has become a 
fast-growing power in East Asia in the 21st century and established the posi- 
tion of the “factory of the world”. Economically, China reformed a more 
market-oriented economy (i.e. socialist market economy). ASEAN has also 
deepened the relation with China by establishing the ASEAN-China FTA, 
signed in 2002. ASEAN-led architecture in East Asia region, including the 
ASEAN Plus Three Summit, the East Asia Summit, and the Regional Com- 
prehensive Economic Partmership (RCEP) gave ASEAN a good opportunity 
to utilise the huge economic potential of China. Although the position of 
Japan in East Asia has slightly declined as a regional economic power, Japan 
actively promotes the free trade and investment in this region and deepens 
the partnership with ASEAN. 

Finding the Chinese economy more attractive, Japanese investors in- 
creased FDI in China during this period. In contrast to ASEAN and Japan’s 
continued close political relations, Japanese firms’ interests in ASEAN 
dropped off. China’s rise caused changes in the regional order both econom- 
ically and politically in East Asia, which could be a threat to ASEAN 
centrality. 

As East Asia’s power balance changed with the lower position of Japan in 
the region, Japanese policies for ASEAN were also dramatically modified. 


18 The EPA between Viet Nam and Japan went into force in October 2009. 


19 MOFA Japan (2002), Japan and ASEAN in East Asia -A Sincere and Open Partnership, https://www. 
mofa.go.jp/region/asia-paci/pmv020 1/speech.pdf (Access 21 November 2020) 


20 China and Korea had signed FTAs with ASEAN in November 2002 and December 2005, respectively, 
before Japan concluded the AJCEP. 
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Japan’s ODA achieved above $1 billion in 1997 and has been decreasing to 
about $0.5 billion. Japan has tried to continue the ODA to promote visible 
support to the world. 


NEW PHASE OF ASEAN-JAPAN COOPERATION (THE 2010S-) 

The relationship between ASEAN and Japan has further deepened since 
2010 in line with ASEAN’s community building process. In 2011, Japan’s 
mission to ASEAN was formally established in Jakarta, Indonesia, as the 
second diplomatic mission by the non-AMS. ASEAN and Japan launched 
the Joint Declaration for Enhancing ASEAN-Japan Strategic Partnership 
for Prospering Together (Bali Declaration) at 14th ASEAN-Japan Summit 
held in 2011. The declaration intended to promote further “the longstanding 
friendship and strategic partnership based on the Tokyo Declaration” and 
presented the five strategies and cooperation activities in the political-secu- 
rity, economic, and socio-cultural fields. 

At the end of 2012, Prime Minister Shinzo Abe started the most extended 
administration in the history of constitutional politics of Japan (December 
2012-—September 2020). Prime Minister Abe selected ASEAN as his first 
destination of diplomacy. He announced the Five New Principles for Japa- 
nese diplomacy in 2013 (Abe Doctrine), in the face of the 40-year anniver- 
sary between ASEAN and Japan. Notably enough, the third principle of the 


‘ 


Abe Doctrine states “...is pursuing free, open, interconnected economies as 
part of Japan’s diplomacy. We must secure the power of networking by bring- 
ing our national economies closer together through flows of trade and invest- 
ment, people, and goods”, which would lend support for the realisation of 
the AEC.?! 

Furthermore, 2013 was the year that ASEAN and Japan faced the 40-year 
anniversary of the diplomatic partnership in 2013. The two parties pledged 
to deepen further cooperation in terms of the political-security (e.g. peace 
an d stability, ASEAN centred architectures, and freedom of navigation, 
Japan’s proactive contribution to peace), economy (e.g. AJCEP, RCEP, 
ASEAN connectivity), as well as socio-cultural issues (e.g. tourism, disaster 
management, Japan-East Asia Network of Exchange for Students and 
Youths [JENESYS 2.0]).”? 

Indeed, the most significant event during this period was the establish- 
ment of the ASEAN Community with the three pillars, APSC, AEC and 


21 The speech of Prime Minister Shinzo Abe on 18 January 2013, titled ‘The Bounty of the Open Seas: 
Five New Principles for Japanese Diplomacy’, is available at 
https://japan.kantei.go.jp/96_abe/statement/201301/18speech_e.html. 


22 See chairman's statement on 16th ASEAN Japan Summit in 2013, and Joint Declaration for Enhancing 
ASEAN-Japan Strategic Partnership for Prospering Together (Bali Declaration) in 2011. 
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ASCC, at the end of 2015. Japan also gave substantial support to realise the 
ASEAN Community in multi-dimensional ways. Japanese firms have also 
rediscovered the ASEAN market’s attractiveness since the 2010s, and Indo- 
nesia and Viet Nam have increased their inflow FDI dramatically. The move- 
ment boosted the inflow of FDI to ASEAN from all over the world, too. 
These include efforts to build the AEC; the low wages of ASEAN compared 
with China; developing ASEAN centred the economic partnership network; 
the large-scale market with increasing middle classes; and the rise of CLMV 
countries (Ambashi, 2017). 

Prime Minister Abe presented the concept of “quality of infrastructure” 
as a principle of exporting infrastructure development, intending to help 
enhance ASEAN connectivity. The focus of the programme is not only to 
increase infrastructure investments in the ASEAN region but also prevail in 
the international standard regarding infrastructure investment.?* After 
launching the “quality of infrastructure” programme, Japan has made efforts 
to disseminate its initiative in various international fora, such as G7 Ise-Shi- 
ma Summit in 2016, G20 Hangzhou Summit in 2016, Osaka Summit in 
2019, and the 7th Tokyo International Conference on African Development 
(TICAD7) in 2019.4 Japan also expressed its new plan to provide ODA loans 
focusing on infrastructure development that reinforces ASEAN connectivity. 
In this regard, an additional contribution of $100 million to the Japan—ASE- 
AN Integration Fund (JAIF) was also made public as JAIF 2.0.” 

The ASEAN-led economic mechanism, such as the AEC Blueprint 2025 
(ASEAN Secretariat, 2015), promotes RCEP. The Comprehensive and Pro- 
gressive Agreement for Trans-Pacific Partnership (CPTPP) also includes 
some AMS, and another AMS has the interest of its accession. The RCEP 
was finally concluded in November 2020; however, it is desirable to promote 
it toward a higher liberalisation level and strengthen ASEAN-centered archi- 
tecture. Moreover, further expansion of the CPTPP also significant to com- 
plement other regional economic ties (AEC and RCEP) and to provoke im- 
provement of the RCEP and AEC toward the CPTPP level.”° 

In addition to the mega-regional trade systems, region-wide efforts for 
development are expanding from the Asia-Pacific to the Indo-Pacific region. 
23 See “Summary: Partnership for Quality Infrastructure: Investment for Asia’s Future”, available at 

https://www.mofa.go.jp/files/00008 1298.pdf (accessed on 28 September 2020). 


24 See the website of Ministry of Foreign Affairs of Japan, which lists speech on quality infrastructure made 
by the Prime Minister and Foreign Minister, available at https://www.mofa.go.jp/mofaj/gaiko/oda/bunya/ 


infrastructure/index.html (accessed on 28 September 2020). 


25 The JAIF was established in 2006 to help ASEAN achieve economic integration and narrow development 
gaps for the ASEAN Community. 


26 China expressed their intention to join CPTPP on occasion of the APEC summit in November 2020. 
https://www3.nhk.or.jp/nhkworld/en/news/20201121_04/ (Access 21 November 2020). 
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Whereas Japan launched the initiative of Free and Open Indo-Pacific Strat- 
egy to promote the rule of law and pursuit economic prosperity, ASEAN de- 
clared its original “ASEAN Outlook on the Indo-Pacific” in 2019 to lead the 
shaping of ASEAN-centred and ASEAN-led mechanisms in Asia-Pacific and 
Indian Ocean region or Indo-Pacific.*’ 

Although security and economic cooperation have an enormous portion of 
the ASEAN-Japan cooperation, so-called non-traditional issues have become 
a significant element. Issues such as healthcare, environment, and disaster 
management are essential fields of further cooperation. For example, Japan 
launched Asia Health and Wellbeing Initiative (AHWIN), which aims to pro- 
mote regional cooperation that fosters a sustainable and self-reliant health- 
care system in Asia. The initiative mainly focuses on AMS in particular. More- 
over, in 2019, ASEAN and Japan agreed to sign the ASEAN-Japan Technical 
Cooperation Agreement, enabling the two parties to carry out technical coop- 
eration for ASEAN as a community. This is how Japan has worked closely 
with ASEAN and its member states at bilateral and multilateral levels. 

In 2020, the coronavirus (COVID-19) pandemic provided negative eco- 
nomic and social impacts around the world. While the number of patients is 
relatively small compared with western countries, both ASEAN and Japan 
struggle with severe economic challenges by lockdown or other policies for 
virus prevention. ASEAN and Japan launched “ASEAN-Japan Economic 
Ministers’ Joint Statement on Initiatives on Economic Resilience”, the state- 
ment of which refers to the development of the resilient supply chains, diver- 
sification of production bases, and encouragement of the use of digital tech- 
nology (see the next section for details). 

To summarise, the East Asia region is one of the most dynamic and com- 
petitive regions where many countries are growing to be significant regional 
powers. China is a leading country, but other countries are also growing dra- 
matically in the last 20 to 30 years. Although facing much difficult situation 
to maintain its influence in this region, as an old friend of ASEAN, Japan 
needs to seek various kinds of cooperation and enhance equality of partner- 
ship with ASEAN and its member states. On the other hand, as an institution- 
al hub of East Asia, ASEAN needs to continue its efforts to develop the com- 
petitive and equitable ASEAN centred regional architecture in the future. 


Ill. THE FUTURE OF THE ASEAN-JAPAN RELATIONSHIP 

As we described in the previous chapter, ASEAN and Japan have been evolv- 
ing their relationship built on economic and industrial cooperation, deepen- 
ing economic integration by concluding bilateral FTAs/EPAs and entering 


27 ASEAN Secretariat (2019). 
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the mega-regional FTAs. The cooperation between ASEAN and Japan has 
resulted from this trend of economic integrations and an increasing number 
of FTAs, which have led to a series of investments from Japan to ASEAN 
and thus the growth of ASEAN as a manufacturing and production base. 
As economic integration has deepened, ASEAN has achieved high econom- 
ic growth and development of the middle-income class. Consequently, the 
ASEAN region has developed one of the most resonant production networks 
globally (Kimura and Ando, 2005). Repeatedly, this has been due in large 
part to the activities of Japanese affiliated firms in the region. The establish- 
ment of the AEC in 2015, as well as the removal of preferential custom mea- 
sures in the CLMV countries in 2018, have been along with the institutional 
development in ASEAN. 

But when it comes to the future of ASEAN, we recommend that the co- 
operation should be reinforced in line with so-called “socio-economic indus- 
trial cooperation” so that ASEAN can address not only further industrial 
development but also increasingly emerging socio-economic challenges, 
which include various kinds of issues related to the improvement of quality 
of lives, city amenities, environment, ageing societies, etc. (as is described in 
Nishimura et al. [2018]). 

The other recommendation is that cooperation should be more reciprocal 
flows between the two parties. Economic and industrial cooperation will also 
expand the manufacturing sector and other fields, such as services. Asian 
digital transformation (frequently abbreviated as “Asia DX”) initiated by the 
Ministry of Economy, Trade and Industry (METI) of Japan is one of the ac- 
tivities that encourage business relationship flows from ASEAN to Japan. 

With respect to the future relationship between ASEAN and Japan, the 
growing neighbouring countries with Japan will be relatively significant. For 
example, as Wallace (2019) describes, “Tokyo's strategy towards Southeast 
Asia, on the other hand, accepts the reality of growth in China’s regional 
influence and that, provided the regional military balance is maintained, Ja- 
pan is better off attempting to mediate the way the PRC converts its hard 
power into influence rather than seeking to contain or diminish it”. As the 
economic and diplomatic power of Japan will be relatively declined, a more 
reciprocal relationship between ASEAN and Japan will be necessary for 
themselves. 

In this section, twe would like to discuss the future direction of ASE- 
AN-Japan cooperation by picking up the current important issues: 1) the 
Indo-Pacific Cooperation Initiative; and 2) cooperation to tackle with 
COVID-19 pandemic. These two issues illustrate what is the future recipro- 
cal relationship between the two parties and possible socio-economic coop- 
eration while maintaining the importance of ASEAN centrality. 
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INDO-PACIFIC COOPERATION INITIATIVE 

The history of the Indo-Pacific Initiative can be traced back to the first admin- 

istration of Japanese Prime Minister Shinzo Abe.*® However, the important oc- 

casion was built upon his speech at the Tokyo International Conference of Afri- 

can Development (TICAD) meeting in August 2016. He proposed the concrete 

concept of the Free and Open Indo Pacific (FOIP) strategy for the first time. 
“What will give stability and prosperity to the world is none other than the 
enormous liveliness brought forth through the union of two free and open 
oceans and two continents. Japan bears the responsibility of fostering the con- 
fluence of the Pacific and Indian Oceans and of Asia and Africa into a place 
that values freedom, the rule of law, and the market economy, free from force 
or coercion and making it prosperous. Japan wants to work together with you 
in Africa in order to make the seas that connect the two continents into peace- 
ful seas that are governed by the rule of law. That is what we wish to do with 
you. The winds that traverse the ocean turn our eyes to the future. The supply 
chain is already building something quite like an enormous bridge between 
Asia and Africa, providing industrial wisdom. The population in Asia living in 
democracies is more numerous than that of any other region on Earth. Asia 
has enjoyed growth on the basis of the democracy, the rule of law, and market 
economy that has taken root there. It is my wish that the self-confidence and 
sense of responsibility spawned there, as a result, come to envelop the entirety 
of Africa together with the gentle winds that blow here”.”? 


In October 2017, the Japanese Foreign Minister, Taro Kono, announced 
the concept of a strategic dialogue among the four countries of Japan, the 
United States, Australia, and India. Subsequently, a series of director-gener- 
al level meetings were held, including the foreign minister meeting in 2019 
(Nikkei 2017, Shoji 2018). That movement was, therefore, materialised as 
the quadrilateral security dialogue (QUAD). 

The United States also expressed its support for the FOIP at the 2017 
APEC Summit during the US President Donald Trump’s visit to Asian coun- 
tries and articulated its support for the FOIP in its National Security Strate- 
gy, which was released in December 2017 (White House, 2017).*° Australia 


28 One of the examples is Prime Minister Abe’s speech at the Parliament of India, “Confluence of Two 
Sea” in 22 August 2007, available at https://www.mofa.go.jp/region/asia-paci/pmv0708/speech-2.html 
(Access 26 February 2021). 


29 Address by Prime Minister Shinzo Abe at the Opening Session of the Sixth Tokyo Interna- 
tional Conference on African Development (TICAD VI) on 27 August 2016, available at 
https://japan.kantei.go.jp/97_abe/statement/201608/1218850_11013.html (access 26 February 2021) 

30 “I’ve had the honor of sharing our vision for a free and open Indo-Pacific — a place where sovereign and 
independent nations, with diverse cultures and many different dreams, can all prosper side-by-side, and 


thrive in freedom and in peace”. 
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and India also agreed with this security cooperation, leading to consultations 
among diplomatic and defence ministries launching in 2018. 

Initially, ASEAN expressed concern about this concept around FOIP by 
the four countries. One reason for this is that joining QUAD, which involves 
four major powers outside of ASEAN, would undermine the effectiveness of 
ASEAN centrality, and the other is while the QUAD has the ulterior motive 
to contain China, some AMS were hesitant to join such a framework (Shoji 
2018). ASEAN, in particular Indonesia, sought an open, inclusive, and con- 
sensus-building approach of the Indo-Pacific rather than exaggerating mili- 
tary and security aspects (Acharya 2019). 

ASEAN was very cautious about the Indo-Pacific initiative. However, this 
trend to some extent changed with the release of the “ASEAN Outlook on 
the Indo-Pacific (AOIP)” at the 31st ASEAN Summit in June 2019. The 
document of the AOIP was the statement of ASEAN to maintain the position 
of ASEAN centrality. It documents that the Asia-Pacific and the Indian 
Ocean regions are amongst the most dynamic in the world as well as a centre 
of economic growth for decades (ASEAN, 2019). 

“Southeast Asia lies in the center of these dynamic regions and is a very im- 

portant conduit and portal to the same. Therefore, it is in the interest of ASE- 

AN to lead the shaping of their economic and security architecture and ensure 

that such dynamics will continue to bring about peace, security, stability and 

prosperity for the peoples in the Southeast Asia as well as in the wider Asia-Pa- 


cific and Indian Ocean regions or the Indo-Pacific” (ASEAN, 2019). 


The AOIP implies the ASEAN-centered regional architecture to strength- 
en the ASEAN-centered regional mechanism and enhance the ASEAN com- 
munity building process (ASEAN, 2019). Although the AOIP is not charac- 
terised as a legal document but a guide for the member states, it illustrates 
the ASEAN’s comprehensive security approach (Acharya, 2019). 

Japan has expressed its full support for this AOIP concept.*! At the occa- 
sion of delivering policy speech in January 2020, Japan’s Foreign Minister, 
Toshimitsu Motegi, said, “ASEAN is destined to be the hub of the Indo-Pa- 
cific, and in the AOIP, it has clearly expressed its will to enhance further 
cooperation in connectivity and maritime security, which correspond to the 
roles to be played by ASEAN”, and at the same time expressed the full sup- 
port for the AOIP which the Japanese government would provide as a part of 
regional cooperation developed under the initiative of ASEAN centrality.” 


31 A lot of external countries welcomed the launch of the AOIP. Recently, the European Union (EU) and 
some member countries have gained their importance of the cooperation with ASEAN and Indo-Pacific 


region (Nikkei, 2021). 
32 ASEAN Policy Speech by Foreign Minister MOTEGI Toshimitsu, “Towards a new stage of cooperation 
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Alongside this trend, the “Joint Statement of the 23rd ASEAN-Japan 
Summit on Cooperation on ASEAN Outlook on the Indo-Pacifi’c was re- 
leased at the 23rd ASEAN-Japan Summit in November 2020. The ASEAN 
and Japan leaders acknowledged “the ASEAN’s central and strategic role in 
developing and shaping an open, transparent, inclusive and rules-based re- 
gional architecture”. They reaffirmed that AOIP encourages “external part- 
ners to work with ASEAN to undertake practical cooperation on the four key 
areas identified in AOIP” (ASEAN Secretariat, 2020a). The four areas of 
AOIP were defined as maritime cooperation, connectivity, sustainable devel- 
opment goals (SDGs), and economic and other possible areas. 

The strategic partnership includes various socio-economic fields as possi- 
ble cooperation, including maritime security, marine plastic debris, quality 
infrastructure, digital economy and 4th Industrial Revolution, environment 
and disaster management, public health emergencies, economic resilience 
and human capital development (ASEAN Secretariat, 2020a). At the same 
time, Japan launched the “Japan-ASEAN Connectivity Initiative” with a par- 
ticular focus on the ongoing quality infrastructure projects that amount to 2 
trillion yen (approximately 20 billion USD) worth. This initiative aims to 
strengthen both the connectivity through infrastructure development and 
the human resource development of ASEAN people. Additionally, while Ja- 
pan recently announced that it would reduce its overall greenhouse gas 
emissions to zero by 2050 to facilitate good connections between the econo- 
my and the environment through innovation, ASEAN and Japan can cooper- 
ate in various fields such as abovementioned climate change, to achieve mu- 
tual trust, benefits, understandings, peace, stability, and prosperity in the 
Indo-Pacific region. 


ASEAN-JAPAN COOPERATION CONCERNING THE CORONAVIRUS PANDEMIC 
One of the indispensable perspectives when it comes to international rela- 
tions these days is corona infection. In addition to security and economic 
issues, the ASEAN-Japan relationship has also been deepened by the recent 
corona pandemic. 

The corona pandemic that began in Wuhan, China, in early 2020 has 
spread around the world. Even now (when we write this article), we cannot 
find any signs of the pandemic coming to an end. ASEAN and Japan are no 
exceptions, and dealing with COVID-19 spread domestically has become a 
top policy priority for the two parties, especially healthcare and employment. 
Physical human interactions between ASEAN and Japan have also been 
drastically reduced due to introducing the current quarantine system. 


in the spirit of Gotong-Royong” on 21 January 2020, https://www.mofa.go.jp/s_sa/sea2/page3e_001148. 
html (access 26 February 2021). 
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In April 2020, ERIA released a policy brief detailing policies that ASEAN ' 
needs to take to recover from the adverse effect of COVID-19 (ERIA, 20209. 
This paper indicates that sustained connectivity should be an integral part to 
maintain the competitiveness of regional production networks. It also em- 
phasises that “several innovative and workable mechanisms to facilitate pub- 
lic-private partnerships can lend support for infrastructure development, as 
countries are still” in a recovery mode after huge stimulus packages during 
the pandemic. 

Meanwhile, the aggressive adoption of new technologies such as Industry 
4.0 (e.g., artificial intelligence, Internet of Things, and robotics) would give 
manufacturing firms a better chance to rapidly increase production when 
the economy recovers and demand picks up. To deal with the COVID-19 
pandemic, many firms tend to install the newer technology much earlier 
than it would have been. It could provide manufacturers with a permanent 
change in technology (ERIA, 2020). Furthermore, not only the COVID-19 
crisis but also the U.S.-China confrontation have made the debate on the 
resilience of supply chains in the region very significant. ASEAN needs to 
find better ways to take advantage of this opportunity in the midst of the 
global movement of decoupling. 

At the ASEAN-Japan Special Economic Ministerial Meeting held in April 
2020, the ASEAN-Japan Cooperation to Address COVID-19 was discussed. 
In the ASEAN-Japan Economic Ministers’ Joint Statement on Initiatives on 
Economic Resilience in Response to the Corona Virus Disease (COVID-19) 
Outbreak, the ministers stressed the importance of economic resilience and 
sustaining the supply chains in this region. 

“(Paragraph 4) the Ministers call for united and concrete efforts between 

ASEAN and Japan aimed at achieving these three objectives: (i) sustaining 

the close economic ties developed by ASEAN and Japan; (ii) mitigating the 

adverse impact of COVID- 19 on the economy; and (iii) strengthening eco- 


nomic resilience”. 


At the sideline of the ASEAN-Japan Summit in November 2020, the es- 
tablishment of the ASEAN Centre for Public Health Emergencies and 
Emerging Diseases was officially announced by the leaders. In retrospect, 
Shinzo Abe proposed the centre at the Special ASEAN Plus-Three Summit 
on Coronavirus Disease (COVID-19) in April 2020.” 


33 Prime Minister Abe stated that “nations must confront this virus spreading infection across borders 
through solid cooperation, such as by establishing an ASEAN Centre for emerging diseases and public 
health emergencies (tentative), and supported by participating countries.” See the website of MOFA of 
Japan as follows. https:/Avww.mofa.go.jp/a_o/rp/page4e_001059.html (Access 26 February 2021). 
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“We welcomed the official announcement of the establishment of the ASEAN 
Centre for Public Health Emergencies and Emerging Diseases and appreciat- 
ed Japan’s commitment of USD 50 million, through the Japan-ASEAN Inte- 
gration Fund (JAIF) and Japan’s intention to further support human resources 
through JICA. We looked forward to the full operationalisation of the Center 
and encouraged ASEAN Japan cooperation to maintain sustainability of the 
Center, which will further support ASEAN’s capabilities and efforts in coun- 
tering public health emergencies in the region (ASEAN 2020b)”. 


As the current Prime Minister, Yoshihide Suga, mentioned, “Japan will 
spare efforts to develop the Centre as a hub for the region’s fight against in- 
fectious disease”, and “Japan hopes to work hand in hand with ASEAN coun- 
tries and continue cooperating with them on an ongoing basis” at the ASE- 
AN-Japan Summit.** ASEAN also developed the “ASEAN Strategic 
Framework for Public Health Emergencies” in November 2020, which will 
be the core document to guide ASEAN initiatives for public health emergen- 
cies, and enhance ASEAN’s preparedness, detection, responses and resil- 
ience to public health emergencies (ASEAN Secretariat, 2020c; p. 2). Based 
on the strategic framework, this region will promote regional cooperation on 
the issue of infectious diseases and enhance the synergy effects of the vari- 
ous existing and proposed initiative.*? In response, Japan can also collaborate 
in tandem with ASEAN through this ASEAN-centred initiative. 

In the current COVID-19 spread, it is necessary to seek a different kind 
of ASEAN-Japan cooperation in general. While physical contact between 
people in both regions is difficult, the key will be employment of technolo- 
gies. As telework or “work from home” is being promoted in many countries, 
the recent evolution of the Internet and digital technology has enabled new 
ways of living and working that do not involve physical contact. The use of 
such remote digital technologies will also allow people to keep human inter- 
action, for example, cultural exchange among students. The technology also 
makes it possible to establish a new international division of labour. In other 
words, by using cross-border telework, intellectual workers in ASEAN mem- 
ber states can undertake high-level service works (e.g., product design, legal, 
and accounting) from Japanese multinational companies. Moreover, Japan’s 
developed digital technology can be transferred to other countries. For example, 
34 See the website of MOFA of Japan as follows.https://www.mofa.go.jp/a_o/rp/page3e_001075.html 

(Access 26 February 2021). 


35 On October 2020, there are 11 existing, 8 new health initiatives, 5 non-health sector-initiated ef- 
forts, and 3 new cooperation with development partners as the ASEAN health interventions. See 
the presentation by ASEAN Secretariat, “ASEAN Health Sector Collective Response to Address 
COVID-19 and Future Public Health Emergencies & Pandemics,” on 15 October 2020, available at 
https://aric.adb.org/pdf/rcipod/episode_14/01%20FMFernando_ASEAN.pdf (Access 26 February 2021). 
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the digitalisation of education using personal computers (so-called EdTech) 
is being implemented in Indonesia. On the other hand, what Japan can learn 
from ASEAN is the social implementation of digital technology. ASEAN’s 
ride-sharing services can provide hints for solving economic and social prob- 
lems in Japan. 

There is no doubt that the COVID-19 spread is still a major crisis for the 
economy and society, including Japan and ASEAN. However, as we men- 
tioned above, even in the midst of the crisis, there are potential opportuni- 
ties for a new evolution of ASEAN-Japan cooperation. For the sake of the 
next generation, we must take full advantage of this opportunity and elevate 
the ASEAN-Japan relationship to a new stage. 

As examples of future deepening of ASEAN-Japan relations, the authors 
examined the Indo-Pacific Initiative and ASEAN-Japan cooperation in com- 
bating new coronavirus spread. In both cases, it can be pointed out that 
ASEAN-Japan cooperation has expanded in traditional security and econom- 
ic areas and in a wide range of areas such as environment, energy, health- 
care, and disaster management human capital development. The expansion 
of socio-economic cooperation, which we emphasise, can be emerged here. 
In these two cases, ASEAN-Japan cooperation has paid respect to the cen- 
trality of ASEAN. In addition to economic and industrial cooperation, the 
relationship between the two sides around socio-economic cooperation will 
need to be developed by more significant and equal partners. 


IV. CONCLUSION 

This paper examines the partnership between ASEAN and Japan with re- 
spect to ASEAN centrality. While discussing history of ASEAN and Japan 
since the 1960s, we pay attention to the fact that industrial cooperation 
has played a vital role in the relationship. Japan’s industrial cooperation has 
contributed to reinforcing local manufacturing industries in each AMS, pro- 
vided incentives to conclude several FTAs/EPAs, and led to multilarateral 
trade agreements in this region. At the same time, ASEAN could successfully 
achieve industrialisation through nurturing local manufacturing industries 
and firms as a significant production base. As we shown by introducing two 
cases, cooperation between ASEAN and Japan is expected to expand the 
socio-economic field through our past experiences. 

Due to the spread of COVID-19 in 2020, the relationship between ASE- 
AN and Japan should be closer and more assertive regarding socio-economic 
cooperation. To address the COVID-19 pandemic, Japan provides medical 
supplies and equipments, technical assistance, as well as extended foreign 
loans, including the COVID-19 Crisis Response Emergency Support Loan 
(ASEAN Secretariat, 2020b). ASEAN officially declared establishing the 
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ASEAN Center for Public Health Emergencies and Emerging Diseases in 
response to COVID-19 and other possible health emergencies in the future, 
with the support of the JAIF program. It is stated that leaders “looked for- 
ward to the full operationalisation of the Center and encouraged ASEAN 
Japan cooperation to maintain the sustainability of the Center, which will 
further support ASEAN’s capabilities and efforts in countering public health 
emergencies in the region” in the ASEAN-Japan Summit statement (ASEAN 
Secretariat, 2020b). 

ASEAN and Japan also launched the “ASEAN-Japan Economic Resil- 
ience Action Plan”. Supply chain management and re-location of production 
bases in the East Asia region will be a significant policy issue (ERIA, 2020). 
The plan emphasises the close economic relations between ASEAN and Ja- 
pan, mitigating the impact of COVID-19 on the economy, and strengthening 
economic resilience by promoting the ASEAN-Japan economic integration 
through the full implementation and utilisation of AJCEP, harnessing digital 
technologies for the challenges brought by COVID-19, and ASEAN-cen- 
tered supply chain developments (ASEAN Secretariat, 2020a). 

The ASEAN-Japan relationship has relatively weakened compared with 
the past during the rapid growth of South Korea and China in the East Asia 
region. Nevertheless, the ASEAN-Japan economic, industrial, social, and 
political relationship is still one of the significant core for ASEAN to balance 
the region’s economic and political aspects amid dramatic structural chang- 
es in the global environment. In future, even after the COVID-19, ASEAN 
and Japan are expected to build a resilient and robust relationship to help 
East Asia become central, economically, and politically in the world. 


TABLE: EPAS/FTAS CONCLUDED WITH JAPAN 
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SOURCE: Compiled by the authors. 

AJCEP = ASEAN-Japan Comprehensive Economic Partnership, CPTPP = Comprehensive and Progressive 
Agreement for Trans-Pacific Partnership, EPA = Economic Partnership Agreement, EU = European Union, 
FTA = Free Trade Agreement, TPP = Trans-Pacific Partnership. 


FIGURE: ASEAN-JAPAN ECONOMIC RELATIONSHIP 


JAPAN ASEAN 
e Increase export-oriented investment e Promote domestic manufacturing 
industries 
e Tap ASEAN-domestic consumption 
markets e Increase exports of manufacturing 
products 
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e JAPAN finds more business opportunities and achieves economic 
globalization. From vertical to 
horizontal trade 
e ASEAN realises economic development as a production basis in the structure 
world. 


SOURCE: Compiled by the authors. 
ASEAN = Association of Southeast Asian Nations, EPA = Economic Partnership Agreement. 
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“For thousands of years, Indians have turned to the East. 
Not just to see the Sun rise, but also to pray for its light to 
spread over the entire world. The human-kind now looks 
to the Rising East, with the hope to see the promise that 
this 21st century beholds for the whole world, because 
the destiny of the world will be deeply influenced by the 
course of developments in the Indo-Pacific region.” 


Indian Prime Minister Shri Narendra Modi, 
Shangri La Dialogue, Singapore (June 1, 2018) 


India’s unique perspective towards the East, with 
Southeast Asia at its centre, comes from a shared geo- 
graphical and civilizational space. India’s ancient links 
with the region go back centuries. These are evident 
in the numerous living icons like the monuments of 
Prambanan and Borobudur in Indonesia, the Ankor 
Wat and other temples of Siam Reap, Cambodia, in 
Luang Prabang, and Vat Phu, Laos or in the Champa 
temples, in My Son, Vietnam. 


I]. ANCIENT LINKS 

India and Southeast Asia’s common heritage, both 
tangible and intangible, manifests itself in myriad 
forms: the worship of the Hindu triumvirate Brah- 
ma-Vishnu-Shiva was prevlant throughout the region, 
as evident from the number of temples dedicated to 
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these gods; the enactment even today of the Hindu epics of Ramayana and 
Mahabharata throughout Southeast Asia; the present dynasty of Thai kings 
who regard themselves as descendants of Lord Rama; the depiction in ASE- 
AN countries of the story of “Samudra Manthan” (Churning of the Milky 
Ocean), one of the most popular episodes of Hindu philosophy from Vish- 
nu Purana and Mahabharata; the popular Indian folklore of Nal-Damyanti 
which is still retold throughout the region; or the numerous Hindu-Buddhist 
inscriptions found all over Southeast Asia. 

The process of civilizational and cultural diffusion between India and 
Southeast Asia essentially came through trade and commerce. While the 
monsoon winds facilitated movement of ships between India and South- 
east Asia through the Indo-Pacific, Myanmar was the land bridge between 
India and the rest of the region. Centuries of interaction influenced reli- 
gion, language, literature, art, architecture, cultural festivals, cuisine, tex- 
tiles, governance norms and administration. These have endured, to weave 
a rich tapestry of interconnections and strengthened political, economic 
and socio-cultural contacts. 

The linguistic scripts in most ASEAN countries trace their roots to San- 
skrit and Pali. Several names of individuals even today continue to remain 
influenced by Sanskrit. Local texts, inscriptions and oral history testifies that 
the influence flowed both ways. For example, the famed, ancient university of 
Nalanda in the Indian state of Bihar, attracted students from Southeast Asia 
and beyond. Bodh Gaya in Bihar, where Lord Buddha gained enlightenment, 
remains the foremost pilgrimage destination for Buddhists from the entire 
region. Individual countries from East and Southeast Asia have established 
their own temples and monasteries at these Buddhist sites, attracting a large 
number of devotees. Even today, Asia’s largest open trade festival in the east- 
ern state of Orissa in India, is called the “Bali Jatra”, which means “Voyage to 
Bali”. It commemorates the sea voyage of ancient mariners from India to Bali 
in Indonesia. Not to speak of the kite festival which is as popular in India as 
it is in Indonesia, where one of the landmark statues in central Jakarta, de- 
picts Mahabharata’s story of Arjuna and his charioteer, Lord Krishna. 

Cultural and religious influences were not restricted to Hinduism and 
Buddhism. The advent of Islam in Southeast Asia is traced to traders from 
India and has a strong Indian influence of peace, compassion and coexis- 
tence with diversity. Interactions among clerics from seminaries, madarsas, 
and religious schools of India, Malaysia, Indonesia and Brunei have contin- 
ued these ties in modern times. 

By the time Vasco da Gama sailed into India from Portugal in 1497-8, 
there was a well-established ecosystem of trade and commerce in the waters 
of the Indo-Pacific, connecting India and Southeast Asia. Between sixteenth 
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and eighteenth centuries, the Europeans gradually converted the Indo-Pacif- 
ic into their own theatre of influence, for movement of goods and people 
under colonial yoke. Indian textiles and spices, in particular, became an im- 
portant and a profitable item for intra-Asian trade, which was exploited fully 
by the East India Company. The diaspora links with Southeast Asia, initiated 
by traders, were enhanced during the colonial period, when indentured la- 
bour was brought from India to work in plantations and in the mining sector 
in Myanmar, Malaysia and Singapore. 


CONNECTIONS THROUGH FREEDOM MOVEMENTS 

Colonial rule in early twentieth century also brought another dimension of 
cooperation between the political leaders of India and Southeast Asia, in 
their respective freedom struggle. This was particularly evident in India’s 
collaboration with Indonesia, Myanmar, Singapore and the countries in 
erstwhile Indo-China. Leaders from these countries supported and inspired 
each other in their struggle for independence, driven, once again, by a deep 
impression of India’s civilizational and cultural connection with countries 
of Southeast Asia. It led to a passionate commitment to struggle against co- 
lonialism and imperialism. Independent India’s first Prime Minister, Pandit 
Jawaharlal Nehru voiced one of the earliest versions of a regional order that 
emphasized Asian unity, decolonization and rejection of great power inter- 
vention. He hosted two gatherings of intra-Asian leaders at the Asian Rela- 
tions Conferences in 1947 and 1949. He was also an ideational force behind 
the Afro-Asian Conference in Bandung, Indonesia in 1955. 


Il. INDIA AND ASEAN 
ASEAN was formed during the Indo-China conflict, when the region was 
still in the frontline of global competition during the Cold War. The first 
ASEAN Summit was held in Bali in 1976, only after US withdrawal from 
Vietnam. This gradually paved the way for an enlargement of the original 
regional grouping, to include three countries from former Indo-China and 
Myanmar. The ASEAN members also signed the Treaty of Amity and Coop- 
eration (TAC) in Bali. Under this Treaty, mutual relations were to be based 
upon peaceful coexistence, non-interference in each other’s’ affairs, conflict 
resolution through peaceful negotiations and renunciation of use of force. 
This provided the strategic synergy for India to be associated with ASEAN 
for regional and sub-regional cooperation, although a dialogue partnership 
between India and ASEAN could be initiated only after the political situation 
in Cambodia was resolved. Throughout this period, India continued to build 
strong bilateral relations with several countries of ASEAN, in particular with 
Vietnam, Laos, Cambodia, Myanmar, Malaysia and Singapore. 
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Bilateral relations, nurtured with these countries during the Cold War, 
paved the way for initiating a formal engagement with ASEAN and a greater 
economic and strategic integration with the region towards the end of the 
twentieth century. A rising Asia, as an economic powerhouse, provided the 
opportunity to forge closer ties at a time when India undertook its own re- 
forms, in search of economic space and cooperation. After decades of follow- 
ing a socialist economic model, India too began to liberalize its economy. 
This created the synergy for economic cooperation between India and a re- 
surgent Southeast Asia. The end of Cold War, collapse of the Soviet Union, 
and a rising China highlighted the strategic importance for both India and 
countries of ASEAN to move closer together. 


LOOK EAST POLICY 

The formalisation of India-ASEAN relations received an impetus in the early 
1990s, with the launch of India’s Look East Policy, under the then Indian 
Prime Minister, Shri Narasimha Rao. It streamlined India’s engagement with 
its extended neighbourhood in the east, unfolding gradually from economic to 
strategic to people-to-people contacts. It restructured India’s contacts with its 
extended neighbourhood, which had so far remained ad-hoc. It rehabilitated 
India’s ancient links with Southeast Asia. The efforts were reciprocal, both 
bilaterally with individual Southeast Asian countries and through the regional 
framework of ASEAN. The ASEAN countries recognised India as an important 
potential partner for a deeper political, strategic and economic engagement. 


Ill. STRIDES IN INDIA-ASEAN PARTNERSHIP 

Institutionally, India became a Sectoral Partner of ASEAN in January 1992. 
The initial sectors identified for partnership were trade, investment, tourism, 
science and technology. India became ASEAN’s full Dialogue Partner at its 
fifth Summit in Kuala Lumpur in December 1995.Within just seven years, 
India-ASEAN relations were upgraded to a Summit level, when the first ASE- 
AN-India Summit was held in Phnom Penh, Cambodia in November 2002. 
Within a decade of the first ASEAN-India Summit in 2002, the relationship 
was further elevated to a Strategic Partnership at the Commemorative Sum- 
mit in New Delhi, in December 2012. This was an acknowledgement of the 
progress made in bilateral cooperation between India and ASEAN. 

Five years later, in 2017, ASEAN and India launched region-wide cele- 
brations to mark twenty five years of its Dialogue Relations, fifteen years of 
Summit level meetings and five years of its Strategic Partnership. These cel- 
ebrations coincided with fifty years of ASEAN’s own establishment. The 
commemorative activities included port calls by Indian Naval Ships to coun- 
tries in the region; major trade and business events in different cities of India 
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and in ASEAN countries; workshops on building a Blue economy to enhance 
maritime cooperation; a Connectivity Summit to explore physical and digital 
connectivity; a region-wide India Diaspora Summit in Singapore to celebrate 
diaspora links; and a whole host of other activities to promote people to peo- 
ple contacts through a Youth Summit; a Music Festival; an Artists’ Retreat; a 
meeting to reinforce Indian-ASEAN network of Think Tanks; a Buddhist 
Dharma-Dhamma Conference; a Ramayana Festival; a Film Festival and the 
establishment of an India-ASEAN Friendship Park in the heart of New Del- 
hi. Such a vast expanse in the canvas and the astonishing variety of activities 
undertaken by all the countries showcased the path travelled by India and 
ASEAN from the modest beginnings, when the first formal Sectoral Dia- 
logue was established in 1992. It displayed a strong desire on both sides to 
add depth to the relationship. 

The year-long celebrations culminated in the second ASEAN-India Com- 
memorative Summit when Heads of State and Government from India and 
the ten ASEAN met in New Delhi on 25 January, 2018. The theme of the 
Summit was: “Shared Values, Common Destiny”, symbolising the crux of the 
relationship. At the end of this landmark Summit, the Leaders from India 
and ASEAN countries adopted the Delhi Declaration, outlining the future 
direction of ASEAN-India Strategic Partnership. The participating Leaders 
also met at a Retreat for informal discussions in the President’s official resi- 
dence, the Rashtrapati Bhawan. The focus of the discussions was on en- 
hancing maritime cooperation. The Indian Prime Minister Shri Narendra 
Modi shared his vision of Security and Growth for All in the Region, with the 
acronym SAGAR, which means Ocean in Sanskrit. 

For the first time in independent India’s history, all the ten leaders from 
the ASEAN countries attending the Commemorative Summit in New Delhi, 
were also invited as Chief Guests for India’s Republic Day celebrations on 
26 January, 2018. Major symbols of India’s ancient links with Southeast Asia 
were displayed in the tableaux and the cultural parade at New Delhi’s main 
avenue, Rajpath, during the Republic Day parade. It showcased the path 
travelled by India and ASEAN over the years. 


ACT EAST POLICY 

Such rapid strides in India-ASEAN relations in recent years was a result of 
a pro-active policy pursued by the Government of India under its Act East 
Policy, which was enunciated at the 13'° India-ASEAN Summit in Kuala 
Lumpur in November 2015. This policy was initiated when a new Govern- 
ment led by Shri Narendra Modi as Prime Minister was elected in May 
2014. ASEAN was at the heart of this Act East Policy. India’s ancient links 
with Southeast Asia were consciously placed upfront. Deliberate efforts were 
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made to enhance political, economic and socio-cultural contacts with coun- 
tries in Southeast Asia and beyond. A strategic dimension was added to all 
areas of cooperation. 

A number of high level visits took place from both sides within the first 
few years of PM Modi’s first term. He personally visited several ASEAN 
countries, elevating bilateral relations with Vietnam and Indonesia to a 
Comprehensive Strategic Partnership. Important bilateral agreements were 
also signed during his visits to Singapore, Malaysia, Philippines, Myanmar, 
Thailand and Laos. Security and defence cooperation became important ar- 
eas of engagement, both bilaterally with individual countries and regionally 
with several ASEAN-centred regional and sub-regional groupings. Efforts to 
speed up economic engagement and people to people contacts were also 
accelerated between India and ASEAN countries. India’s eastward outreach 
went beyond Southeast Asia to encompass Japan, South Korea, Australia, 
New Zealand and the Pacific Island countries, as also USA, China and Rus- 
sia in the Indo-Pacific. An important emphasis of India’s Act East Policy was 
to integrate the North Eastern States of India with Southeast Asia. These 
Indian states share close ethnic and cultural links with Southeast Asia, par- 
ticularly with Myanmar and Thailand. 

ASEAN countries welcomed India’s approach. India’s initiatives were re- 
ciprocated in equal measure, with frequent visits at the highest level, engag- 
ing in discussions beyond the traditional areas of cooperation, to include 
strategic cooperation and enhanced trade and investment relations. As a re- 
gional grouping, ASEAN also demonstrated its willingness to engage with 
India as a Strategic Partner, to complement ASEAN’s Community building 
efforts. ASEAN encouraged India to work together, to realise the vision and 
goals outlined in the ASEAN 2025: Forging Ahead Together. 


PLAN OF ACTION 

As a resulted of sustained efforts on both sides, today, there are more than 
thirty established dialogue mechanisms between India and ASEAN. These 
include Summits, Ministerial meetings, senior officials meetings, and meet- 
ings at expert’s level. After the first few Summit meetings, India and ASEAN 
intensified its engagement by drawing up a roadmap with a long-term plan. 
The ASEAN-India Partnership for Peace, Progress and Shared Prosperity 
was signed at the 3rd ASEAN-India Summit in November 2004 in Vientiane, 
Lao PDR. A Plan of Action (POA) for 2004-2010 was developed to imple- 
ment the Partnership. The 7th ASEAN-India Summit held in Chaam Hua 
Hin, Thailand in October 2009 agreed on a new and a more enhanced phase 
of the POA, to seize the opportunities and overcome the challenges aris- 
ing from the global financial crisis and the evolving political and economic 
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landscape in the region. The second ASEAN-India POA for 2010-2015 was 
developed and adopted at the 8th ASEAN-India Summit in October 2010 in 
Hanoi, Vietnam. Subsequently, a third POA for 2016-2020 was adopted in 
August 2015 in Kuala Lumpur, Malaysia at the 13'* ASEAN-India Summit, 
which outlined the course of joint actions, practical cooperation, concrete 
projects and activities under broad areas of political-security, economic, and 
socio-cultural cooperation. A fourth POA for 2021-2025 is now under dis- 
cussion. This continuous renewal of the POAs validates the effectiveness of 
these programmes, and makes the relationship action oriented. 


IV. ASEAN-INDIA FUNDS AND PROJECTS 

These action oriented projects, activities and programmes under the POA 
have been supported by India in ASEAN countries through several sec- 
toral Funds, primarily focussed on the CLMV (Cambodia, Laos, Myanmar, 
Vietnam) countries: 


ASEAN-INDIA COOPERATION FUND: 

At the 7th ASEAN-India Summit in Thailand in 2009, India announced 
a contribution of US$ 50 million to the ASEAN-India Fund, to support 
implementation of the ASEAN-India Plans of Action, in a range of sec- 
tors, as well as capacity building programmes in the political, econom- 
ic and socio-cultural areas for deepening and intensifying ASEAN-In- 
dia cooperation. An additional grant of US$ 50 million was added to this 
Fund at the 14th ASEAN India Summit in Vientiane in September 2016. 


ASEAN-INDIA SCIENCE AND TECHNOLOGY DEVELOPMENT FUND: 

At the 6" ASEAN-India Summit in November 2007 in Singapore, India an- 
nounced the establishment of an ASEAN-India Science and Technology De- 
velopment Fund and contributed US$ 1 million. The Fund has promoted joint 
collaborative research projects in Science and Technology. This Fund was op- 
erational in 2009-10 and enhanced to US$5 million from 2016-17. Import- 
ant collaborative activities among the scientific community have taken place 
under this Fund. Some important projects include: ASEAN-India S&T Digital 
Library; ASEAN-India Virtual Institute for Intellectual Property; ASEAN-In- 
dia Collaborative Project on S&T for Combating Malaria; ASEAN-India Pro- 
gramme on Quality Systems in Manufacturing, ASEAN-India Collaborative 
R&D Project on agriculture, Bio-mining and Bioremediation Technologies. 


ASEAN-INDIA GREEN FUND: 
At the 6* ASEAN-India Summit in November 2007 in Singapore, India also 
announced the ASEAN-India Green Fund with an initial contribution of 
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US$ 5 million from India, to support collaborative activities relating to envi- 
ronment and climate change. Some of the areas identified for collaboration 
under the Fund are energy efficiency, clean technologies, renewable energy, 
biodiversity conservation and environmental education. 

Several collaborative projects between India and ASEAN have been un- 
dertaken in diverse fields of Agriculture, Science & Technology, Space, Envi- 
ronment & Climate Change, Human Resource Development, Capacity 
Building, New and Renewable Energy, Tourism, People-to-People contacts 
and Connectivity. The most significant ones include a Tracking, Data Recep- 
tion/Data Processing Station in Ho Chi Minh City, Vietnam; upgradation of 
a Telemetry Tracking and Command Station in Biak, Indonesia; Centres of 
Excellence in Software Development & Training in CLMV countries; e-Net- 
work for provision of tele-medicine and tele-education in CLMV countries. 
The Quick Impact Projects in CLMV is another innovative scheme which 
requires smaller financial outlay but impacts positively at the grassroot level. 
India has used its experience of successfully implementing similar projects 
in other developing countries including its immediate neighbourhood and in 
Africa, for implementing these projects. 

India has also supported ASEAN, under the Initiatives for ASEAN Inte- 
gration, in several training programmes. These include: Training of English 
Language for Law Enforcement Officers in CLMV countries; Training of 
professionals dealing with capital markets in CLMV by National Institute of 
Securities Management Mumbai; scholarships for ASEAN students for 
higher education at Nalanda University; Training of ASEAN Civil Servants 
in drought management, disaster risk management, sustainable ground wa- 
ter management; Training Programme for ASEAN diplomats; Exchange of 
Parliamentarians; Participation of ASEAN students in the National Chil- 
dren’s Science Congress; ASEAN-India Eminent Persons Lecture Series; 
ASEAN-India Students Exchange programme; ASEAN-India Media Ex- 
change programme. These programmes are a good illustration of South- 
South Cooperation in capacity building efforts among countries with a sim- 
ilar socio-economic approach. 

India and the ASEAN countries share common agricultural practices. 
Hence Agriculture is an important area of collaboration through projects 
like: the Exchange of Farmers; ASEAN-India Fellowships for Higher Agricul- 
tural Education in India and ASEAN; Exchange of Agriculture Scientists; 
Empowerment of Women through Cooperatives, Training Course on Organ- 
ic Certification for Fruits and Vegetables. An ASEAN-India Ministerial 
Meeting on Agriculture held in January 2018 in New Delhi endorsed a Me- 
dium Term Plan of Action for ASEAN-India Cooperation in Agriculture and 
Forestry for 2016-2020. 
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In 2014, India established a separate diplomatic Mission in Jakarta, ac- 
credited to the ASEAN Secretariat, to exclusively handle India-ASEAN co- 
operation and to monitor the implementation of these concrete programmes 
and activities. India is one of the few ASEAN partners to do so. This reiter- 
ates the importance India attaches to its relationship with ASEAN. 


ASEAN RELATED SUMMITS AND MEETINGS 

India-ASEAN Summits have become an annual feature, giving the relation- 
ship focussed attention at the highest level around the three pillars of coop- 
eration: Politico-Security; Economic and Socio-Cultural. The Summits are 
preceded by Senior Official and Foreign Minister level meetings. During 
these annual meetings, India also participates in other ASEAN-centred re- 
gional and sub-regional meetings that are held on the margins of the annual 
ASEAN-related Summits. 

Foremost among them is the East Asia Summit (EAS). India, with ASE- 
AN and some other countries in the region, were founder members of the 
EAS in 2005. Today the EAS has expanded into an important Leaders led 
forum of the ten ASEAN countries, plus eight other countries - India, China, 
USA, Russia, Republic of Korea, Japan, Australia and New Zealand. It is a 
useful platform to discuss regional developments at the highest level. On the 
margins of recent EAS meetings, India has also held discussions with USA, 
Japan and Australia in the Quad format, to discuss regional developments in 
the Indo-Pacific. 

India actively participates in other ASEAN led forums like the Asia-Eu- 
rope Meeting (ASEM), the ASEAN Regional Forum (ARF), the ASEAN De- 
fence Ministers’ Meeting + (ADMM+) and the Expanded ASEAN Maritime 
Forum (EAMF). India’s participation in these talks constantly reconfirms its 
commitment to ASEAN’s unity and centrality in the regional architecture. 

At a sub-regional level, the Mekong-Ganga Cooperation (MGC) and Ben- 
gal Initiative for Multisectoral Technical and Economic Cooperation (BIM- 
STEC) are two important forums for India. These enhance regional integra- 
tion through development cooperation with some countries that are also 
members of ASEAN. Both provide opportunities for undertaking action ori- 
ented collaboration. 

The MGC membership consists of India and five ASEAN countries- Thai- 
land, Cambodia, Laos, Vietnam and Myanmar. These countries represent two 
ancient riverine civilisations, with common cultural links. Both Mekong and 
Ganga, as transnational rivers, face similar challenges of environmental degra- 
dation and water sharing issues, between the upper and lower riparian areas. 
Both confront serious threats of unilateral actions taken by one country that has 
adversely impacted others, such as rapacious dam building activities at source. 
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Countries of Mekong and Ganga also share similar agrarian practices, 
such as paddy cultivation. Since most MGC countries are important produc- 
ers and exporters of rice, experience sharing and best practices can become 
important discussions in this forum. There is immense scope for develop- 
ment cooperation through concrete projects for mutual benefit. There are 
strong cultural affinities, including the practice of Buddhism. 

The MGC countries share similar arts and crafts in textiles, bamboo, 
wood and metal ware that can be developed for commercial purposes through 
collaboration. A Textiles Museum in Siam Reap, Cambodia was established 
in 2015 under the rubric of MGC. It show cases common weaving traditions 
of the sub-region that can be traced back to ancient times. As the MGC 
countries are important producers and exporters of garments and textiles, 
the establishment of the Museum has highlighted the benefits of coopera- 
tion in building value chains in this sector. 

BIMSTEC is a grouping that brings together seven countries around 
the Bay of Bengal- five from South Asia (India, Bangladesh, Sri Lanka, 
Bhutan, and Nepal) and two from Southeast Asia (Myanmar and Thai- 
land). The countries share civilizational, cultural and economic links. 
BIMSTEC, if it realises its full potential, can integrate two dynamic sub-re- 
gions for mutual benefit and economic prosperity. Regional security, mari- 
time cooperation, regional trade and development of a Blue Economy in 
the Bay of Bengal have emerged as important areas of cooperation, al- 
though there are several other identified areas that hold immense poten- 
tial, including regional connectivity, tourism and culture. For India, BIM- 
STEC is an important priority in its Act East Policy, as bridge between 
South Asia and Southeast Asia. 


V. INDIA-ASEAN OUTLOOK 

India’s agenda in “acting East” in its extended neighbourhood is distinct: it 
is positive, inclusive and cooperative. Mutual trust and confidence are the 
hallmark of this engagement. It is an outcome of the significant changes in 
the world’s geo-political and economic scenario since the early 1990s. 

The strategic and economic importance of a closer India-ASEAN rela- 
tions was explained in an Op-ed written by Prime Minister Lee Hsien Loong 
of Singapore, during the 2018 sliver jubilee celebrations of India-ASEAN 
relations. He wrote: 

“Major global trends are reshaping the strategic outlook, presenting both chal- 

lenges and opportunities. The strategic balance is shifting. Demographic, cul- 

tural and political changes are underway in many parts of the world. The con- 
sensus on globalisation and free trade is fraying, but the Asian story continues 


to be a positive one. We need to push on with economic integration. We must 
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also be resolute in dealing with emerging transboundary challenges, including 
terrorism, cybercrime and climate change. 

This geopolitical uncertainty gives new impetus to ASEAN’s cooperation 
with key partners like India. ASEAN and India share common interests in 
peace and security in the region, and an open, balanced and inclusive regional 
architecture. India is located strategically along major sea-lanes from the Indi- 
an Ocean to the Pacific. These sea lanes are also vital trade routes for many 
ASEAN Member States. Both sides share an interest in preserving these vital 


maritime conduits of trade.” 


Addressing the 16'" India-ASEAN Summit in November, 2019 in Bang- 
kok, the Indian Prime Minister Shri Modi echoed similar sentiments. He 
said that he welcomed “the mutual coordination of the Indo-Pacific Outlook 
between India and the ASEAN. India’s Act East Policy is an important part 
of our Indo-Pacific vision. The ASEAN is and always will be the heart of our 
Act East Policy. Integrated, organised and economically developing ASEAN 
is in India’s basic interest.” 


POLITICO-SECURITY COOPERATION 

Faced with growing traditional and non-traditional challenges, Politico-Se- 
curity cooperation has emerged an important pillar of India-ASEAN rela- 
tionship. India acceded to the Treaty of Amity and Cooperation in Southeast 
Asia (TAC) on 8 October 2003, during the 2nd ASEAN-India Summit in 
Bali, Indonesia, demonstrating its commitment and shared interest in en- 
suring peace, security, stability and development in Southeast Asia. On the 
same occasion, ASEAN and India also signed a Joint Declaration for Cooper- 
ation in Combating International Terrorism, symbolising concrete initiatives 
to step up regional efforts in the fight against terrorism. 

Both India and ASEAN countries are victims of terrorism and recognised 
the importance of greater regional cooperation to combat this scourge. Apart 
from the importance of cooperation in dealing with rising export of terror- 
ism, India and ASEAN have also felt the need to counter radicalization of 
societies through ideology of hatred, and spread of extreme violence. Recent 
Summits between India and ASEAN have discussed this subject, with a need 
to craft a response that relies on coordination, cooperation and sharing of 
experiences at multiple levels. 

Cyber- security is yet another area which has gained importance in dis- 
cussions for both India and ASEAN. Cyber-attacks are a growing threat for 
the entire region, which requires a concerted and collaborative response. It 
is an important area of cooperation, together with other new emerging 
threats like information warfare and biological warfare, particularly in the 
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wake of current discourse surrounding the possible origins of the Corona 
virus from a laboratory in Wuhan, resulting in so much disaster world-wide. 


MARITIME SECURITY AND COOPERATION 

As sea-faring nations, maritime security is one of the foremost areas of con- 
cern under matrix of Politico-Security Cooperation. The sea lanes of com- 
munication in the Indo-Pacific are life lines of global trade. They are directly 
linked to regional peace, prosperity and stability. Securing the sea lanes, 
freedom of navigation and overflight is therefore imperative. 

India has supported unimpeded commerce in these international waters 
and opposed threat or use of force in settling territorial disputes in the re- 
gion. There is a synergy between ASEAN Outlook for Indo-Pacific and India’s 
own philosophy of SAGAR --Security and Growth for all in the Region. 

Speaking at the Fifth East Asia Summit (EAS) Foreign Ministers’ Meeting 
in Kuala Lumpur in 2015, the then Indian External Affairs Minister, Smt. 
Sushma Swaraj stated that: 

“India supports freedom of navigation in international waters, including South 

China Sea, the rights to passage and overflight, unimpeded commerce and 

access to resources in accordance with principles of international law, includ- 

ing the 1982 UN Convention on the Law of the Sea. Territorial disputes must 

be settled through peaceful means, as was done by India and Bangladesh re- 

cently using the mechanisms provided under UNCLOS. India hopes that all 

parties to the disputes in South China Sea will abide by the guidelines on the 
implementation of the Declaration on the Conduct of Parties in the South 

China Sea. We further support efforts for the early adoption of a Code of Con- 


duct on the South China Sea on the basis of consensus”. 


The littoral states face severe challenges in dealing with China and its 
belligerence in South China Sea (SCS), Taiwan Straits and the Yellow Sea. 
There are territorial disputes over Paracel and Spratley islands in the SCS 
between China and some ASEAN countries. China aggressively stakes “his- 
torical claims” over the entire SCS through its so-called “Nine dash line”, 
which contradicts its own international commitments, notably the United 
Nations Convention on Law of the Seas (UNCLOS). China refused to ac- 
cept the Permanent Court of Arbitration’s (PCA)’s decision in July 2016 in 
favour of Philippines, regarding the illegality of this “Nine dash line” in the 
Exclusive Economic Zone (EEZ) of Philippines. Its territorial disputes with 
Vietnam, Philippines, Malaysia and Brunei in SCS remain unresolved. Dis- 
cussions between ASEAN and China in developing a Code of Conduct for 
settling disputes in SCS have been tardy and unlikely to get resolved through 
this mechanism. China has militarised and constructed air strips on several 
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disputed islands in the SCS. It has built artificial islands around several fea- 
tures, reefs and shoals in these disputed waters. It has prevented legitimate 
commercial activities like oil and gas exploration within Malaysia, Brunei 
and Vietnam’s EEZ, using force and threat of force. It has attacked fishing 
vessels of the smaller countries especially from Vietnam and Philippines, 
threatened Indonesia in the Natuna islands, and aggressively patrolled the 
international waters, impeding free and open movement. China’s aggression 
is a cause for concern in the region. 

Chinese hostility has increased sharply in recent months, when the inter- 
national community is otherwise distracted in combating the Covid19 pan- 
demic, which originated in China. This has further aggravated anxiety among 
the ASEAN countries, forcing the littoral states to coalesce against China. 
Freedom of Navigation Operations, conducted by USA and Australia to 
counter China’s hegemony, potentially makes the region a hotspot for con- 
flict. The region faces imminent danger, once again, of becoming a theatre 
of Great Power rivalry. 

Although India is not a party to the disputes in SCS, India has legitimate 
commercial interests, like other countries in the Indo-Pacific. Freedom of 
Navigation is an added concern for India as 45 percent of India’s container 
traffic passes through these international waters. India has always main- 
tained that for the 21* century to be an Asian century, the region must re- 
solve its disputes peacefully, in keeping with established international norms, 
for peace and security in the region. India has led by example, in peacefully 
settling its own maritime boundary with Bangladesh, respecting the decision 
of the Hague based UN tribunal, the PCA, in keeping with its international 
commitments. 

ASEAN views India’s presence in the Indo-Pacific as a balancing factor 
for peace and stability. India’s approach resonates strongly with the countries 
of Southeast Asia. ASEAN has welcomed India’s principled position, and its 
respect for rule of law. 

This was reconfirmed, once again, in the statement issued by the ASEAN 
Chairman, following the 16th India-ASEAN Summit in Bangkok, in Novem- 
ber 2019 which stated: 

“We welcomed the strengthening of maritime cooperation and connectivity in 

the region. We noted India’s vision of security and growth for all in the region. 

We discussed the importance of promoting a rules-based order in the region, 

including through upholding international law such as the 1982 United Na- 

tions Convention on the Law of the Sea. We reaffirmed the importance of 
maintaining and promoting peace, security, stability, safety and freedom of nay- 
igation in and overflight above the South China Sea, and recognised the bene- 


fits of having the South China Sea as a sea of peace, stability and prosperity.” 
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India has worked bilaterally and regionally with ASEAN countries on 
other important aspects of maritime cooperation, including on the impor- 
tance of developing a Blue Economy. In this context, marine degradation 
and its adverse environmental impact on global commons are important for 
both sides. They have provided mutual support to develop sustainably. 
Workshops have been held following discussions among the leaders on this 
subject at the Retreat during the 2018 Commemorative Summit. Related 
areas of cooperation in maritime domain between India and ASEAN in- 
clude discussions on dealing with the menace of piracy, armed robbery on 
high seas, Illegal, Unreported and Unregulated fishing, human trafficking 
and smuggling. 

Humanitarian Assistance and Disaster Relief (HADR) operations are yet 
another important area of cooperation in maritime domain between India 
and ASEAN. The Indian Navy was one of the first responders in the region 
in providing HADR during the tsunami of 2004. Enhancing cooperation in 
maritime domain awareness has become important for both sides. India has 
signed bilateral White Shipping Agreements with some countries in ASEAN. 
Bilaterally, it undertakes coordinated patrols with Indonesia and Myanmar. 
India helped build the Sittwe port in Myanmar to enhance connectivity for 
trade and movement of goods. Discussions are underway between India and 
Indonesia to jointly develop the port of Sabang in Indonesia, India’s closest 
maritime neighbour in ASEAN. Over the years, the Indian Navy has estab- 
lished strong institutional linkages with its counterparts in Vietnam, Cambo- 
dia, Indonesia, Myanmar, Malaysia, Philippines and Singapore. These in- 
clude training programmes, joint exercises and exchange of information. 
Both Indian Navy and Indian Coastguards undertake regular goodwill visits 
to the Southeast Asian countries. India has offered a Line of Credit to Viet- 
nam for building patrol boats. There is interest from other ASEAN countries 
like Indonesia and Philippines to work on similar lines. 


ECONOMIC COOPERATION 

It is paradoxical that while India’s ancient links with Southeast Asia were pri- 
marily established through commerce, inter-regional trade in contemporary 
times remained modest. One of the reasons was the disruption in commercial 
and human networks of the colonial period, when the Europeans unwound 
their colonies from the region. Years of war and genocide in the post-co- 
lonial period prevented further economic integration. The end of the Cold 
War, Southeast Asia’s emergence as an economic powerhouse and India’s 
own economic liberalisation finally paved the way for a gradual increase in 
economic activity between India and the ASEAN countries. Economic Coop- 
eration has now emerged another important pillar of India- ASEAN relations. 
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In the initial phase of the India-ASEAN Dialogue Partnership, bilateral 
trade grew at an annual rate of 11.2 per cent, from US$ 2.9 billion in 1993 
to US$ 12.1 billion in 2003. At the 2nd ASEAN-India Summit in 2003, the 
ASEAN-India Framework Agreement on Comprehensive Economic Cooper- 
ation was signed. This Framework Agreement was the foundation for the 
establishment of an ASEAN-India Free Trade Area (FTA).The ASEAN-India 
Trade in Goods Agreement (AITIGA) entered into force on 1 January 2010. 
Tariffs of over 90 per cent of goods traded between the two regions were 
liberalised and tariffs on over 4,000 products eliminated by 2016. This was 
one of the first and perhaps the most ambitious FTAs signed by India. Mean- 
while, the ASEAN-India Trade in Services and Investment Agreements en- 
tered into force on | July 2015. 

Over the last two decades, and as a result of preferential tariffs under the 
FTA, India-ASEAN trade has grown steadily. It has created one of the world’s 
largest free trade areas with more than 1.9 billion people and a combined 
GDP of US$ 5.36 trillion. The total two-way trade increased by 8.4 per cent 
from US$73.63 billion in 2017 to US$79.83 billion in 2018. Today, bilateral 
trade in goods is US$ 97 billion and expected to grow to US$ 200 billion by 
2022. ASEAN is India’s fourth largest trading partner, comprising approxi- 
mately 10.6 per cent of India’s overall trade. India’s exports to ASEAN is 
around 11.28 per cent of its total exports. Trade in Services has increased 
from US$ 30 billion in 2010 to US$ 45 billion in 2016 and expected to grow 
to US$ 100 billion by 2025. Investment flows have also grown substantially 
both ways, with ASEAN accounting for approximately 18.28 per cent of in- 
vestment flows into India since 2000. FDI inflows into India from ASEAN 
between April 2000 to March 2019 was about US $ 91 billion, with the 
largest investments coming from Singapore. Today, India is ASEAN’s sixth 
largest trading partner and also the sixth largest source of FDI inflows into 
ASEAN. These positive trends can be attributed to pro-active policies fol- 
lowed by the Governments, through trade instruments adopted to facilitate 
market access, and because of complementarities in trade on both sides. 

On the negative side however, India’s imports from ASEAN countries in- 
creased sharply in comparison to its exports to ASEAN, after signing the FTA 
agreements. This trade gap has led to anxieties in India that it has not bene- 
fited from the FTA, although it would be inaccurate to assess the benefits of 
trade solely on the basis of import-export figures. The Rules of Origin condi- 
tions have not been implemented properly in the FTA, resulting in a lot of 
cheap imports flooding into India from third countries through this route. 
This has been detrimental to the domestic Indian manufacturing sector. 
Also, there are concerns that Indian products have not received reciprocal 
market access, as provided by India to goods from ASEAN. This perception 
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is particularly aggravated in the case of market access to Trade in Services, 
where India has been denied market access, in spite of a separate Agreement 
on Services Trade or even a bilateral Comprehensive Economic Cooperation 
Agreement with Singapore. Indian pharmaceutical products also face im- 
pediments of approvals. Indian agricultural products are often subjected to 
arbitrary sanitary and phytosanitary conditions, denying it a level playing 
field against its competitors in the ASEAN market. A review of AITIGA, to 
make it more balanced, fair and equitable on both sides is therefore neces- 
sary, to understand the business community's concerns and give a further 
boost to India-ASEAN trade. 

Efforts have been made to encourage greater private sector engagement 
to enhance trade between India and ASEAN. For the business community to 
reap the benefits of existing instruments like the FTA, an ASEAN- India Busi- 
ness Council (AIBC) has been reactivated. An ASEAN-India Business Fair 
and Conclave (AIBFC), was also established to encourage greater participa- 
tion of the business community. While governments have facilitated fre- 
quent interaction through business events, trade fairs, and exhibitions, bilat- 
eral trade remains below potential. 

The launch of the Regional Comprehensive Economic Partnership 
(RCEP), a free trade agreement in the Indo-Pacific, was expected to address 
the shortfall in regional trade. Negotiations on RCEP among the ten ASEAN 
countries and its six regional FTA partners (India, China, Japan, South Ko- 
rea, Australia and New Zealand) were formally launched in November 2012 
at the 21st ASEAN Summit in Cambodia. RCEP was expected to provide 
market access and economic integration for half the world’s population with 
39 per cent of world’s GDP. After intense and sincere negotiations over seven 
years, a text was finalised by the participating countries. India however de- 
cided to withdraw from RCEP in November, 2019 during the 35th ASEAN 
Summit in Bangkok as the deal did “not fully reflect the basic spirit and the 
agreed guiding principles of the RCEP”. From India’s perspective, the RCEP 
was not comprehensive enough in all the three areas of goods, services and 
investments. There were concerns that the deal would adversely impact its 
vulnerable sectors in agriculture and among the small and medium business 
enterprises. India’s interests in the Services sector were also not met in the 
negotiations. Moreover, India has a trade deficit with eleven of the fifteen 
RCEP countries, much of it sizeable. The trade deficit increased from US$ 
9 billion in 2005 to US$ 83 billion in 2017. While the option to join the 
RCEP is still open to India, it is unlikely to join, unless its core concerns are 
addressed. 

A strong strategic partnership between India and ASEAN is not possible 
without a strong economic partnership. The benefits of a closer economic 
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integration, through trade and investment cannot therefore be underesti- 
mated. Both India and Southeast Asia are one of the fastest growing econo- 
mies in the world. By 2025, India’s consumer market is expected to become 
the fifth largest in the world, while in Southeast Asia middle-class house- 
holds will double to 163 million. Both regions share a demographic dividend 
— 60% of ASEAN’s population is below 35 years old, while India is projected 
to be the world’s youngest country with an average age of 29. ASEAN and 
India also have one of the fastest-growing internet user bases in the world, 
which will help in the growth of the digital economy. The long pending re- 
view of the ASEAN-India FTA, can become an important alternative instru- 
ment to facilitate between India and ASEAN, if India’s concerns in RCEP 
are not addressed. 

The economic imperatives of closer relations between India and ASEAN 
are even more compelling today than before. The shift of global power is 
moving from West to East. The Covid 19 pandemic has unleashed strong 
anti-China sentiments world over with USA, Japan, Australia and EU look- 
ing to “decouple” supply chains from China. There is talk of a “gated global- 
isation”, to limit China’s easy access to international markets, from which it 
has benefited disproportionately since its membership of the WTO. There is 
a huge outcry in USA, Europe, Japan and Australia to take investments out 
of China and move it elsewhere. 

India and ASEAN countries are expected to benefit from this world-wide 
anti-China sentiment, when multinational companies look to diversify their 
international economic options. Moreover, given the anxieties inflicted by 
China upon the ASEAN countries in the geo-political space, there is a de- 
mand within these countries to reduce their economic dependence upon 
China. A similar sentiment is brewing within India, particularly following its 
recent border clashes with China. 

According to ADB’s Asian Development Outlook 2020, economic funda- 
mentals of most ASEAN countries remain resilient, in spite of the downturn 
caused by the pandemic. In fact, apart from Taiwan, it is countries in ASE- 
AN, particularly Singapore, Vietnam and Cambodia that have dealt with the 
pandemic in an exemplary manner. They will be able to avoid the most ad- 
verse economic impact of the pandemic. According to recent studies by IMF 
and UNCTAD, while the rest of the world goes into recession because of the 
havoc wreaked by the Coronavirus pandemic, both India and the ASEAN 
countries are expected to recover and resume growths above 7 per cent in 
2021. Five countries of ASEAN -- Indonesia, Malaysia, Philippines, Thai- 
land and Vietnam -- are categorised as Tiger Cub Economies, and expected 
to perform well. A recent Deutsche Bank Report, Imagine 2030, expects the 
Indian economy to increase two and a half times to US$ 7 billion by 2030. 
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This strengthens the rationale for India and ASEAN to stimulate their exist- 
ing economic cooperation, including through the bilateral FTA arrange- 
ments, for a mutually beneficial trade and investments relationship. As the 
rest of the world becomes insular, protective and inward looking, India-ASE- 
AN partnership can work for mutual benefit. Given the vast size of the In- 
dia-ASEAN market, the complementarities in trade and the economic com- 
pulsions, this is the time to exploit the untapped potential. 


CONNECTIVITY 
There can be no talk of enhancing trade without first addressing trade facil- 
itation measures and physical connectivity. Improving connectivity is there- 
fore an important priority for India and ASEAN. 
Speaking in Singapore at the Shangri la Dialogue, in June 2018, the In- 
dian Prime Minister Shri Modi stated that: 
“Connectivity is vital. It does more than enhance trade and prosperity. It unites 
a region. India has been at the crossroads for centuries. We understand the 
benefits of connectivity. There are many connectivity initiatives in the region. If 
these have to succeed, we must not only build infrastructure, we must also build 
bridges of trust. And for that, these initiatives must be based on respect for 
sovereignty and territorial integrity, consultation, good governance, transparen- 
cy, viability and sustainability. They must empower nations, not place them un- 
der impossible debt burden. They must promote trade, not strategic competi- 
tion. On these principles, we are prepared to work with everyone. India is doing 
its part, by itself and in partnership with others like Japan — in South Asia and 
Southeast Asia, in the Indian Ocean, Africa, and West Asia and beyond.” 


Several discussions and projects are underway to enhance physical and 
digital connectivity between India and ASEAN countries. The Kaladan Mul- 
timodal Project will connect India’s North East states with Myanmar through 
land, river and the sea port of Sittwe. The India-Myanmar-Thailand Trilater- 
al Highway is another important project that is under construction. It will 
provide seamless land connectivity between India and Southeast Asia. A pos- 
sible extension of India-Myanmar-Thailand Trilateral Highway to Cambodia, 
Lao PDR and Viet Nam is also under consideration. A consensus on finalis- 
ing the proposed protocol of the India-Myanmar-Thailand Motor Vehicles 
Agreement (IMT MVA) is being worked out. This agreement can play a crit- 
ical role in realizing seamless movement of passenger and cargo vehicles 
along roads linking India, Myanmar and Thailand. 

Issues related to increasing maritime and air connectivity between ASE- 
AN and India and transforming the corridors of connectivity into economic 
corridors are part of ongoing discussions in the India-ASEAN framework. 
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The 14'"* ASEAN Transport Ministers (ATM) Meeting on 6 November 2008 
in Makati, Metro Manila, Philippines adopted the ASEAN-India Aviation 
Cooperation Framework, which laid the foundation for closer aviation coop- 
eration between India and ASEAN. Already, bilateral air connectivity be- 
tween India and several countries in ASEAN, like Singapore, Thailand, Ma- 
laysia, Myanmar and Indonesia has grown exponentially. 

In 2012, India participated for the first time in the 21st ASEAN Land 
Transport Working Group (LTWG) Meeting. During the Meeting, India pre- 
sented its initiatives for enhanced cooperation on ASEAN Action Plan, cov- 
ering various sectors such as land transport, maritime transport, border 
management, customs, immigration, logistics and safety and Public Private 
Partnership (PPP). The 10th ASEAN-India Summit in November 2012 wel- 
comed the establishment of India’s Inter-Ministerial Group on Connectivity 
and encouraged regular exchanges between the Group and the ASEAN Con- 
nectivity Coordinating Committee (ACCC) to explore concrete ways and 
means to support the Master Plan on ASEAN Connectivity (MPAC), in par- 
ticular in areas of mutual interest. The Ist ACCC-India Meeting was held in 
Balikpapan, Indonesia in June 2013 and the 2nd ACCC-India Meeting was 
held in Nay Pyi Taw, Myanmar in September 2014. The Meetings took stock 
of the developments in the implementation of the MPAC adopted in 2010, 
to discuss India’s current and future support for connectivity with ASEAN. 
The MPAC 2025 which succeeds MPAC 2010 was adopted at the 28th ASE- 
AN Summit in Vientiane, Lao PDR in September 2016. 

During the 13"* India-ASEAN Summit in Kuala Lumpur in 2015, the 
Indian Prime Minister announced a Line of Credit of US$ 1 billion to pro- 
mote projects that support physical and digital connectivity between India 
and ASEAN. Pilot projects are under discussion for implementation of digi- 
tal connectivity under this credit line. He also announced the establishment 
of a Project Development Fund to help Indian investors develop manufac- 
turing facilities in CLMV countries. 


SOCIO-CULTURAL COOPERATION 

Socio-Cultural cooperation is the third pillar of India-ASEAN relations. 
Yoga, Indian cinema, television programmes, music and dance are extremely 
popular in ASEAN countries. This is because of a common cultural founda- 
tion that goes back in time, influencing contemporary tastes and preferences 
among the people in the region. It is also based on common cultural, soci- 
etal and moral values, beliefs and practices, with a natural affinity between 
the people. Indian “soft power” has created a huge pool of goodwill and 
trust, at a people to people level. Indian influence is perceived as benign and 
non- threatening. 
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There are more than 6 million people of Indian origin living in the ASEAN 
countries. They constitute a strong human bond and have helped forge stron- 
ger people to people ties between India and Southeast Asia. Malaysia has the 
largest Indian diaspora of 1.6 million people, followed by Singapore, Myan- 
mar, Thailand and Indonesia. While there is a segment of the population in 
the ASEAN countries that can trace their roots to India centuries back, most 
of the migration from India took place during colonial times. In modern 
times, Indian blue collar workers have moved for employment opportunities 
in factories, construction sites and in the agriculture sector. Indian profes- 
sionals are also present in large numbers in ASEAN countries, with several 
heading multi-national companies, banks, international organisations. Sev- 
eral others are in the medical field, in IT, Finance and other professions. 

People of Indian origin are widely respected and well regarded, as honest, 
hardworking and intelligent. Their diversity and dynamism has contributed 
positively to the local economy. In countries like Singapore and Malaysia, 
people of Indian origin hold important political positions. The Indian dias- 
pora has enriched the social fabric of their adopted homeland, with Indian 
family values, Indian cuisine, performing arts, languages, religious practices 
and customs. These diaspora links are celebrated annually in India at the 
Prabasi Bharti Diwas (Indian Diaspora Day), with a wide participation from 
ASEAN countries. To acknowledge the contribution of people of Indian ori- 
gin in building India-ASEAN relations, a regional Prabasi Bharti Diwas was 
held in Singapore in December 2017, to mark their contribution in that 
Commemorative year. 

Improved air connectivity and a renewed attention to traditional ties, has 
given a boost to travel and tourism between India and ASEAN. Recognising 
its importance in cementing economic and cultural ties, India and ASEAN 
declared 2019 as the Year of Tourism. Today, Indians are the second largest 
tourists in ASEAN. India too has attracted a large number of travellers from 
ASEAN countries, with the largest numbers coming to India for pilgrimage. 
Post-pandemic, once the flight connections resume and improve further, it 
is expected that tourist traffic will increase manifold. 

Since 2009, India has established an annual Track 1.5 forum, called the 
Delhi Dialogue, to discuss politico-security, economic, and socio-cultural 
issues between India and ASEAN. The 10th edition of Delhi Dialogue held 
on 19-20 July 2018 in New Delhi discussed “Strengthening India-ASEAN 
Maritime Advantage”—a subject that will get greater attention, both at the 
inter-governmental level and amongst opinion makers. 

Strong people to people contacts have also translated into strong linkages 
among the academic communities of India and ASEAN. This is particularly 
strong with Singapore. While most of these contacts have developed organi- 
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cally, some of it has also been facilitated by the Governments through the 
ASEAN India Network of Thinks Tanks. It has helped build enduring con- 
nections among think-tanks, writers, academics, universities and academic 
institutions of India and ASEAN countries. 

An ASEAN-India Centre (AIC) was established in New Delhi to under- 
take policy research, advocacy and networking activities with organizations 
and think-tanks in India and ASEAN, with the aim to promote the ASE- 
AN-India Strategic Partnership. Set up in 2013, the AIC has become an 
important resource centre. It has provided inputs to policy makers in India 
and in ASEAN, on implementation of India-ASEAN connectivity initiatives 
by organising seminars, roundtables and other discussions. AIC has also or- 
ganised several workshops, seminars and conferences on various issues rele- 
vant to India-ASEAN strategic partnership. It undertakes regular networking 
activities to provide information, data and sustained interaction, for promot- 
ing India-ASEAN Strategic Partnership. 

India has supported a large number of other programmes to boost peo- 
ple-to-people interaction with ASEAN, such as inviting ASEAN students to 
India each year for a Students Exchange Programme, a special Training 
Course for ASEAN diplomats, Exchange of Parliamentarians, participation 
of ASEAN students in the National Children’s Science Congress, and ASE- 
AN-India Eminent Persons Lecture Series. 

These are just a few examples of a growing network of Socio-Cultural 
cooperation, amidst a vast pool of mutual goodwill and shared world view at 
a people to people level. 


VI. CONCLUSION 

Both India and the ASEAN countries share a common vision for the future, 
built on a commitment to inclusion and integration, a belief in sovereign 
equality of all nations, irrespective of size, respect for international norms 
and support for free and open pathways of commerce. 

India’s multi-faceted cooperation with ASEAN has begun to reap benefits 
across all three pillars of engagement: politico-security, economic and so- 
cio-cultural. Both sides recognise that use of historical and cultural links to 
tackle today’s challenges and a closer economic integration will benefit the 
future generation, who stand to gain most. 

As summed up by the Indian Prime Minister Shri Modi: 

“A future of hope needs a solid bedrock of peace. This is an age of change, 

disruptions and shifts that comes only rarely in history. ASEAN and India have 

immense opportunities -- indeed, enormous responsibility -- to chart a steady 
course through the uncertainty and turbulence of our times to a stable and 


peaceful future for our region and the world.” 
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I. INTRODUCTION 

The importance of regional peace and security was 
the original motivation for Malaysia to join ASEAN 
(Tham, 2019), leading to Malaysia’s active participa- 
tion the region’s cooperation and integration efforts. 
ASEAN is a cornerstone for Malaysia’s foreign policy 
(Pero and Apandi 2018), leading to a prioritization of 
ASEAN economic integration (Ministry of Foreign 
Affairs, 2019). The region’s market provides a cru- 
cial extension to the relatively small domestic market, 
thereby allowing Malaysian producers to reap econ- 
omies of scale when they can penetrate the region- 
al market. The government advocates intra-ASEAN 
trade while promoting the idea of turning ASEAN into 
a ‘Producer Region’. 

Globally, the fragmentation of the manufacturing 
production process, especially in the electrical and 
electronics as well as automotive industries led to the 
relocation of different segments of production from 
the developed world, especially North East Asia to the 
developing world in Southeast Asia (SEA), based on 
their comparative advantage in the production of 
these segments. Malaysia’s relatively earlier economic 
liberalization for inflows of Foreign Direct Investment 
(FDI) and trade facilitated its earlier participation in 
the globalization of production processes in the re- 
gion. Likewise, other countries in SEA also entered 
into the globalization of manufacturing production 
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when they subsequently opened their respective economies for FDI and 
cross-border trade. 

As ASEAN integration proceeded towards economic integration, trade 
liberalization under the ASEAN Free Trade Area (AFTA) in 1992 and the 
cooperation efforts made towards forging an ASEAN Economic Community 
in 2015, contributed towards the formation of regional production networks 
in ASEAN that was initially led by market forces. The multinationals (MNCs) 
operating in ASEAN helped to form regional value chains (RVCs) that 
spanned across the ASEAN member states, thereby contributing towards the 
manufacturing development in host states, including Malaysia. Post-2015, 
ASEAN economic integration continues to forge ahead, albeit at slower pace 
than planned. 

The opening up of China as “Factory Asia” with the entry of China in the 
World Trade Organization (WTO) in 2001 expedited China’s integration into 
the RVCs in ASEAN, as reflected by the increasing trade ties between China 
and ASEAN. Trade liberalization measures in the ASEAN-China Free Trade 
Agreement (ACFTA) in 2004 provided further impetus towards the strength- 
ening of trade ties between ASEAN and China. As China’s manufacturing 
grew, so did its costs of production, especially labor costs. Consequently, 
manufacturing in China started relocating outwards, including in SEA coun- 
tries with comparatively lower labor costs such as Vietnam. The trade con- 
flict between the US and China that erupted in 2017 further accelerated this 
relocation. Likewise, the emergence of the Coronavirus pandemic (Covid-19) 
in 2020 and the resultant shift towards shortening RVCs increased the mo- 
mentum to relocate export-oriented manufacturing production out of China. 
ASEAN member countries, including Malaysia, benefited from these invest- 
ment relocation. 

The objective of this chapter is to examine Malaysia’s perspectives in the 
evolution of ASEAN and its participation in RVCs over time, amidst the 
changing dynamics of globalization especially in East Asia. 


Il. THE IMPORTANCE OF ASEAN TO MALAYSIA 

Malaysia is a relatively small, open economy that is dependent on inter- 
national trade, with trade as a percentage of the Gross Domestic Product 
(GDP) registering 123 percent in 2019 (World Bank, https://data.worldbank. 
org/indicator/NE.TRD.GNFS.ZS). ASEAN is the largest export partner, fol- 
lowed by China, the US, Japan and Korea (Figure 1). Likewise, these are also 
the main import partners of Malaysia (Figure 2). 
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FIGURE 1. EXPORTS TO MAIN TRADING PARTNERS, 2015-2019 (USD ‘000) 
80000000 


70000000 


2015 [2016 2017 201s 2019 


60000000 
50000000 
40000000 
30000000 


10000000 — 
, I : 


China United Japan Korea, Australia New ASEAN 
States of Republic Zealand 
America of 


SOURCE: Created by the author based on data from ITC, Trade Map. 


FIGURE 2. IMPORTS FROM MAIN TRADING PARTNERS, 2015-2019 (USD ‘000) 
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Within ASEAN, Singapore is the largest export destination due to histor- 
ical links, geographical and cultural proximity, as well as Singapore’s effi- 
cient logistics and banking services, which enabled the city-state to serve as 
the centre for entrepot trade in ASEAN (Figure 3). This is followed by Thai- 
land, while the rapid industrialization in Vietnam and its opening up for FDI 
has propelled it to be the third largest export destination of Malaysia, over- 
taking Indonesia in 2018. Philippines remains the fourth largest export des- 
tination while the other member countries have a much smaller share as 
export destinations. 
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FIGURE 3. MALAYSIA’S EXPORTS TO ASEAN MEMBER COUNTRIES, 2015-2019 (USD’000) 
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SOURCE: Created by the author based on data from ITC, Trade Map. 


Similarly, Singapore and Thailand are the two largest import countries, 
followed by Indonesia, Vietnam and the Philippines while the other AMS are 
also relatively less important importers (Figure 4). 


FIGURE 4. MALAYSIA’S IMPORTS FROM ASEAN MEMBER COUNTRIES, 2015-2019 (USD’000) 
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The importance of ASEAN in Malaysia’s trade can be attributed to the 
expansion of regional production networks, especially with the rise of China. 
Production-sharing networks in East Asia, including SEA, are found in vari- 
ous industries, especially in machinery and transportation equipment (Chen 
and Intal 2017). Overall, EXE parts and components account for the largest 
share of intra-7ASEAN commodity trade, which is also Malaysia’s main man- 
ufacturing export good. Malaysia is part of the region’s trade in parts and 
components, especially in the E&E. 

Within the region’s production network for E&E, Singapore’s geographi- 
cal location and excellent logistics, enables it to act as a distribution centre 
for exports of electronics goods, in particular Integrated Circuits (ICs) (MAS, 
2020). Malaysia as the largest trading partner of Singapore within ASEAN, 
channels its exports of ICs through Singapore and then onwards to the West, 
including the US and Mexico. 

The pattern and extent of production sharing can be seen clearly in Ma- 
laysia’s as well other ASEAN member states’ participation in global value 
chains (GVCs) in the region, as examined in the next section. 


Ill. GVC PARTICIPATION 

GVC PARTICIPATION IN MALAYSIA AND OTHER AMS 

The most common indicator used to ascertain the extent to which an econ- 
omy is connected to GVC for its foreign trade is the GVC participation in- 
dex from the WTO (WTO undated (a)). There are two components in this 
indicator: backward and forward participation. Each economy participates 
in GVCs by importing foreign inputs to produce the goods and services they 
export (or what is called backward GVC participation) and also by exporting 
domestically produced inputs to partners in charge of downstream produc- 
tion stages (or forward GVC participation). 

Based on Figure 5, the GVC participation index as percentage share of 
total gross exports in 2015 for developing economies is 41.4 percent. The 
data for AMS indicates a higher participation rate than the developing econ- 
omies, with the exception of Indonesia. The latter is less connected to GVCs 
as its manufacturing sector is less export-oriented and largely dependent on 
domestic inputs rather than imported inputs for its manufacturing produc- 
tion (IDB and ADB 2019). Among the AMS, Singapore has the highest par- 
ticipation rate, followed by Vietnam, Malaysia and Thailand. 
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FIGURE 5. GVC PARTICIPATION INDEX, ASEAN 2015 
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The GVC participation index for developing economies also shows back- 
ward participation is slightly higher than the forward participation. This is 
also found to be the case for Malaysia, Singapore, Thailand, Vietnam, and 
Cambodia, reflecting their use of foreign inputs in their manufacturing 
production. 

Brunei and Indonesia show a converse pattern. Brunei is an exception 
because it is oil dependent with little manufacturing activities. Oil and nat- 
ural gas account for almost 90 percent of Brunei’s exports, making its for- 
ward participation, which is ratio of the domestic value added sent to third 
economies to the economy’s total gross exports considerably higher than its 
backward participation in GVCs. 

Likewise, Indonesia is relatively more dependent on natural resources. 
The top exports of Indonesia are coal briquettes ($22.1 billion), palm oil 
($16.7 billion), petroleum gas ($10.8 billion), crude petroleum ($5.52 bil- 
lion), and rubber ($4.4 I billion), which together account for over 30 percent 
of Indonesia’s total exports in 2018. The higher share of natural resources in 
Indonesia’s total exports leads also to higher forward participation. The low- 
er backward participation also indicates Indonesia’s less developed manufac- 
turing sector, which only contributed to about 20 percent to the country’s 
Gross Domestic Product in 2018. 

Forward participation is relatively lower in most AMS that that found for 
developing economies, except for service-oriented economies like Singapore 
and the Philippines, and primarily oil exporting economies such as Indonesia 
and Brunei (Figure 5). 
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The participation in GVCs is facilitated by inflows of FDI into Malaysia 
and other AMS. Malaysia first opened up for FDI with the shift from im- 
port-substitution to export-orientation in late 1960s. The opening up of Free 
Trade Zones (FTZs) in early 1970s provided impetus for the early inflows of 
FDI into the manufacturing sector, giving Malaysia an early mover advan- 
tage among the AMS. Subsequently, Malaysia became on the largest recipi- 
ent of FDI in ASEAN when the Plaza Accord that brought about significant 
appreciation of the yen, triggered an outflow of labor-intensive manufactur- 
ing Japanese Direct Investments to Southeast Asia (Ambashi 2017). Howev- 
er, the onset of rising wages with demand outstripping supply in the early 
1990s led to declining relative attractiveness of Malaysia compared to other 
AMS that are competing for FDI through FDI liberalization. This is especial- 
ly the case for Vietnam and Indonesia after the Global Financial Crisis 
(GFC) in 2008 (Figure 6). By 2019, Malaysia had fallen to the fourth largest 
investment destination in ASEAN as compared to the second largest invest- 
ment destination in 2000 (Figure 6). 


FIGURE 6. FDI INFLOWS INTO ASEAN, 2000-2019 
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Tariff liberalization under the ASEAN Trade in Goods Agreement (ATI- 
GA), also contributed to the overall attractiveness of ASEAN for FDI, com- 
plementing FDI liberalization measures at the national level and market-driv- 
en integration. In particular, the ASEAN-6 (namely, Brunei Darussalam, 
Indonesia, Malaysia, the Philippines, Singapore, and Thailand), had elimi- 
nated 99.3 percent of all tariffs by 2019, while the corresponding figure for 
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Cambodia, Lao PDR, Myanmar, and Viet Nam (CLMV) is 97.7 percent 
(ASEAN Secretariat, 2017). Collectively, ASEAN has eliminated 98.6 per- 
cent of the total number of tariff lines in 2019. By 2017, ASEAN’s weighted 
average effective applied tariff rates reached 2.0 percent, with average tariff 
rates of 1.8 percent for the ASEAN-6, and 2.7 percent for Cambodia, Laos, 
Myanmar and Vietnam. 

At the sectoral level, backward participation in computer and electronic 
products is among the top three GVC-importing industries in the five main 
AMS (namely Malaysia, the Philippines, Singapore, Thailand and Vietnam), 
that are interconnected through the parts and components trade in this sec- 
tor (WTO undated (b)). Backward participation in other sectors are quite 
diversified throughout these five countries due to different stages of develop- 
ment and export structure. For example, in Malaysia, the other two top back- 
ward participation sectors are food and beverages, and mining (energy prod- 
ucts), while in Singapore, these are transport and storage and wholesale and 
retail trade. 

The top three foreign input providers in these five AMS are linked with the 
top three investing countries, which are China, the United States and Japan, 
though it is not necessarily in the same order for each member country. 


GVC LINKS WITH ASEAN 

Over time, the composition of foreign inputs in the value added of ASEAN 
exports started to change. In the 1990s, the largest sources of foreign inputs 
were Japan and the US (ASEAN-Japan Center 2019). In 2000s, these two 
countries became less important and were replaced by China and ASEAN’s 
inputs. China’s inputs grew from a mere one percent in 1990 to two percent 
in 2000 and further to six percent in 2018. Similarly, ASEAN inputs grew 
from four percent in 1990 to six percent in 2000 and to eight percent of 
total value added exports by 2018. The decline in foreign value added by 
inputs from Japan is, however, partly off-set by local inputs and components 
produced by Japanese affiliates in ASEAN, as may also be the case for the 
US. In the same way, ASEAN inputs may be supplied by foreign affiliates 
producing in ASEAN as well as local suppliers. 

The increasing use of ASEAN inputs have led to the emergence of regional 
networks or regional value chains (RVCs) in both upstream and downstream 
parts of GVCs. The increasing importance of RVC can be seen from the ris- 
ing share of RVC participation in total GVC participation in ASEAN (Table 
1). This grew progressively from 14 percent in 1990 (7.5/56.2) in 1990 to 20 
percent in 2000 (12.1/61.4) and even higher to 25 percent in 2018 (15.5/60.9). 
GVC participation have remained almost the same since 2000. 
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TABLE 1. GVC AND RVC PARTICIPATION BY ASEAN, 1990-2018 (PERCENT OF TOTAL EXPORTS) 


VALUE CHAIN 
FVA: FOREIGN VALUE ADDED DVX: DOMESTIC VALUE ADDED PARTICIPATION 
Gvc RVC 
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SOURCE: Created by the author based on data from ASEAN-Japan Centre, 2019 


Within ASEAN, the sources of inputs are Indonesia, Malaysia, Singapore 
and Thailand, which are mainly the top recipients of FDI in ASEAN, as 
shown in Figure 6. The CLMV countries accounted for less than three per- 
cent of total value added exports in 2018, although Vietnam is rapidly chang- 
ing as a host recipient of FDI in ASEAN. 

There are considerable sectoral differences in RVC participation with 
RVCs being largest in the E&E and less in automotive. Malaysia is actively 
engaged in both, as can be seen the following case studies. 


CASE OF E&E 

The production and export of semiconductors segment plays a significant 
role in Malaysia’s economy as it contributes more than 40 percent of Malay- 
sia’s exports in E&E. Malaysia is the one of the world’s leading location for 
semiconductor assembly and test operations and is home to six out of the 10 
largest semiconductor companies in the world, including Texas Instruments, 
Freescale Semiconductor, Infineon and Intel. 

At the same time, the E&E sector is an important component of ASEAN 
RVCGs, as its total value added exports of USD384 billion in 2015 is the larg- 
est from the region (ASEAN-Japan Center 2019). Within ASEAN, Malaysia 
has the largest value added exports in electronics (USD1 16 billion), followed 
by the Philippines (USD51 billion), and Thailand (USD24 billion) in 2015 
(Table 2). The foreign value added in these exports is highest in the Philip- 
pines (46 percent), followed by Malaysia (41 percent) and Thailand (36 per- 
cent) in the same year. It should be noted that the decrease in foreign value 
added and converse in domestic value added over time observed for Malaysia 
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and the Philippines is contributed by the subsidiaries of multinationals op- 
erating in these countries as well as domestic enterprises. 

The main sources of foreign value added in Malaysia and Thailand are 
ASEAN, China, the EU and Japan, with each country contributing approxi- 
mately the same share. For the Philippines, the main contributor in terms of 
share in foreign value added is Japan, followed by the ASEAN, as a region. 

Although all segments of the electronics value added chain are found in 
ASEAN, it is primarily focused on the production of intermediate and 
high-technology products, while R&D operations are less prevalent. Never- 
theless, in 2019, it was reported that R&D and designing work related to 
chip making and read and write heads for hard disks are migrating to Pen- 
ang. For example, Altera Corp, Intel Corp and Seagate Technology have re- 
portedly invested in fresh R&D activities in Penang to develop the next gen- 
eration 28-nanometre (NM) field programmable gate array (FPGA) chips, 
45 NM and 32 NM chips, and a new range of read and write heads for hard 
disk drives (The Star 2009). 


TABLE 2. VALUE ADDED EXPORTS OF ELECTRONICS FROM MALAYSIA, 
THE PHILIPPINES, AND THAILAND, 1990-2015 a MILLION) 


paar | THAILAND 
YEAR 
TOTAL FOREIGN | DOMESTIC TOTAL FOREIGN | DOMESTIC TOTAL FOREIGN | DOMESTIC 
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SOURCE: Created by the author based on data from ASEAN-Japan Centre, 2019 
NOTE: VA: Value added 


CASE OF AUTOMOTIVE 

The automotive sector generated a total of USD55 billion in ASEAN export 
value added in 2015 (Table 3). Thailand is the largest value added exporter, 
followed by Malaysia. As in the case of the E&E sector, most global auto 
companies are operating in ASEAN, especially from Japan and Korea. 
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TABLE 3. VALUE ADDED EXPORTS IN AUTOMOBILES FROM MALAYSIA AND THAILAND, 
1990-2015 (USD MILLION) 


MALAYSIA THAILAND 


TOTAL 
2056 
5357 


5757 
11327 


SOURCE: Created by the author based on data from ASEAN-Japan Centre, 2019 
NOTE: VA: Value added 


Within ASEAN, Thailand as the “Detroit of East Asia”, is the largest ex- 
porter (USD 28 billion), followed by Malaysia (USD3 billion) in 2015 (Table 
3). Although Indonesia is rapidly catching up, its production is more directed 
towards its large domestic market rather than exports. 

The share of foreign value added in Malaysia peaked at 58 percent in 
2015, after which it fell progressively to 50 percent in 2015 (Table 3). This 
can be attributed to the establishment of foreign subsidiaries of the global 
auto companies in the country to produce parts and components for both 
the local and export market, leading to a rise in the domestic content in auto 
value added exports. A similar pattern can be observed for Thailand, where 
the share of foreign value added declined from 71 percent in 1990 to 68 
percent in 2015, as large auto companies established subsidiaries in Thai- 
land to produce parts and components. 

The contribution of large global auto manufacturers towards the develop- 
ment of RVCs in the region is best illustrated by Toyota’s production strategy 
for ASEAN. The Toyota IMV (Innovative International Multi-Purpose Vehi- 
cle) project was established in 2002 for the international division of roles for 
vehicles made by Toyota for vehicles sold exclusively in overseas market.' A 
reciprocal parts supply system was created to access tariffs benefits and lower 
costs of production through economies of scale based on regional supply and 
manufacturing specialization. Toyota’s facilities in Thailand concentrate on 
diesel engines, while its Indonesian facilities focus on gasoline engines, its 
Filipino facilities concentrate on transmission and constant velocity joints, 
and its Malaysian facilities focus on engine computers (Figure 7). This form 
of spatial specialization allows for complementary flows of parts and compo- 
nents between the countries in the region, thereby optimizing logistics costs. 


1 See https:/Avww.toyota-global.com/company/history_of_toyota/7 5years/text/leaping_forward_as_a_glob- 
al_corporation/chapter4/section3/item 1_b.html accessed 18 November 2020) 
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Apart from the contribution of Japan as technology partner as well as in- 
put suppliers, China has become an important provider of inputs over time. 
China’s car manufacturer, Geely’s equity purchase in Malaysia’s former na- 
tional car, Proton, in 2017, has added impetus to the sourcing of inputs from 
China, though this may reduce over time as Chinese suppliers to Geely have 
also moved their production to Malaysia, to increase localization (Tham 
2020). The localization strategy will increase domestic content. Its main mo- 
tivations are to access better tax advantages in Malaysia as the amount of 
excise taxes incurred is dependent on the extent of local content, reduce 
foreign exchange risks and to meet the rules of origin requirement for ex- 
porting to ASEAN, which is 40 percent. 


IV.DEEPENING AND WIDENING ECONOMIC INTEGRATION 

IN ASEAN 

As ASEAN moves towards 2025, it is progressively deepening economic inte- 
gration. In particular, there is a concerted effort to improve trade facilitation, 
including improving processes as well as addressing the increasing non-tariff 
measures (NTMs) that have replaced the reduction in tariffs (ASEAN Sec- 
retariat 2019). There are progressive efforts to further liberalize investments 
and services. The latter is especially important as the services sector is rel- 
atively closed compared to manufacturing and moving up RVCs requires 
a greater participation of services in these chains, such as R&D services, 
marketing, and branding. This is particularly true for Malaysia where the 
shares of foreign services in the exports of manufactures and total exports 
are smaller than Singapore (Table 4), which has a relatively open services 
sector, thereby garnering most of the FDI in services in ASEAN. Malaysia 
needs to open up its services sector for FDI to increase its access of foreign 
service inputs which can enhance its efficiency in manufacturing and ser- 
vices as well as facilitate the export of services. 


TABLE 4. SERVICES VA CONTENT OF EXPORTS, BY ORIGIN, FOR MALAYSIA AND SINGAPORE, 2015 
(% SHARES IN MANUFACTURES AND TOTAL EXPORTS) 


EXPORTS OF MANUFACTURES TOTAL EXPORTS 


COUNTRY 
DOMESTIC FOREIGN SERVICES DOMESTIC FOREIGN SERVICES 
SERVICES SERVICES 


SOURCE: Created by the author based on data from WTO (b) 
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The signing of the Regional Comprehensive Economic Partnership Agree- 
ment (RCEP) in November 2020 provides increasing opportunities for ASEAN, 
including Malaysia to reap the benefits of further trade and investment lib- 
eralization in the midst of increasing nationalistic sentiments and protection 
in recent years. The RCEP member countries account for about 30 percent 
of global GDP and population, making it the world’s largest trade bloc. It has 
been estimated that the RCEP would boost global trade by USD500 billion 
in the next ten years (Kurlantzick 2020). It will help to improve the position 
of AMS, including Malaysia for the realignments of supply chains, be it from 
the US-China conflict or the on-going Coronavirus (Covid) pandemic. It 
therefore provides a timely boost to aid economic recovery in Malaysia and 
the region from the negative impact of the Covid-induced lockdown on the 
domestic economies as well as the bottoming out of the tourism and its re- 
lated sectors due to travel restrictions imposed by the pandemic. 


V. CONCLUSION 

Malaysia’s participation in globalization through the investment-trade nexus 
by integrating into GVCs and RVCs was facilitated by unilateral and regional 
trade and investment liberalization measures at the ASEAN level. At the uni- 
lateral level, Malaysia had an early mover advantage by opening up to FDI, 
ahead of most of its ASEAN neighbours (with the exception of Singapore) 
way back in the 1970s. Subsequent ASEAN efforts to reduce intra-regional 
tariffs under AFTA further encouraged more FDI into the region’s econo- 
mies, including Malaysia, to take advantage of the region’s growth and ex- 
panding regional market with growing incomes and an increasing affluent 
middle income group. 

The extension of regional integration to the ASEAN-Plus partners such as 
Japan, Korea, China, India, Australia and New Zealand, through bilateral 
agreements, expanded the market beyond ASEAN for all AMS, including 
Malaysia. China’s entry into the WTO facilitated China’s integration with 
GVCs and RVCs in ASEAN, especially with the enforcement of the ASE- 
AN-China Free Trade Agreement in 2004. This is manifested in the increas- 
ing importance of China in ASEAN and Malaysia’s trade and investments. 
China has been Malaysia’s largest single country trading partner since 2010 
and it was the largest investor in Malaysia’s manufacturing sector from 2016 
to 2019. 

Thus, it is expected that Malaysia will continue to benefit from its inte- 
gration with RVCs as ASEAN deepens integration within and expands inte- 
gration and cooperation efforts under the RCEP. 
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FIGURE 7. TOYOTA IMV: DISTRIBUTION OF COMPONENTS PRODUCTION IN ASEAN 
THAILAND 
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I. INTRODUCTION 

Having established since 1967, ASEAN is actually go- 
ing nowhere. We are lacking the right impetus to do 
the leapfrogging. If we see the data, ASEAN intra-re- 
gional trade share is pushing hard to reach 30 percent 
target as it was expected by the Secretariat meeting in 
2011. As of 2019, the figure is far reaching the target 
(25 % of ASEAN intra-regional trade share). Having 
this in mind, it is fair to say that ASEAN need prodi- 
gious pull factors that come externally. The Regional 
Comprehensive Economic Partnership (RCEP) can 
hit ASEAN to the next level of competitiveness. The 
scheme can best work under a standard gravity model 
in international economics. To ensure the base line in 
integration, we need shared culture, shared commu- 
nity, shared border and not to mention shared identi- 
ty. All of this certainly existing within the RCEP as the 
core of further economic integration. Certainly that 
this will not be a single undertaking as we need to ex- 
pand more under a more open regionalist framework. 
But his schematic will undoubtedly serve as the base 
line under the lowest common denominator. Let’s call 
it the ASEAN way. 

Regionalism includes any formal preferential trad- 
ing arrangement between two or more countries, 
came late to Asia. Before the turn of the 21st century, 
there were few regional trading agreements in exis- 
tence. While successful Asian economies by and large 
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exploited the international marketplace effectively, they did so in the context 
of the General Agreement on Tariffs and Trade (GATT)/World Trade Organi- 
zation (WTO) framework However, regionalization, which we will define as 
a market-led process of increasing economic interaction, has been building 
up momentum in Asia for decades, spurred by unilateral liberalization, mar- 
ket-oriented reforms, and successful economic growth in Asia consistently 
above the global average (with the exception of the Asian Crisis years, 1997— 
1998). Hence, formal preferential trading arrangements in the region, par- 
ticularly in the form of free trade areas (FTAs), are being developed as a 
means of enhancing regionalism (“the flag following trade”) rather than the 
other way around, as was true of such agreements as colonial preferences or 
even the early years of European economic integration. In most of Asia, re- 
gionalism is being used as part of the overall process of economic reform, to 
buttress the outward-oriented development strategies of the region’s 
economies. 

The spirit of regionalism in Asia was first introduced as East Asian Eco- 
nomic Caucus (EAEC) in 1990 by former Malaysian Prime Minister Dr. 
Mahathir bin Mohammad and encompasses the Association of Southeast 
Asian Nations (ASEAN) member states, China, South Korea and Japan. Ja- 
pan though refused participation due to the exclusion of the Western na- 
tions, which were already members of APEC and many other notable region- 
al organizations in East Asia. 

The EAEC was a reaction to ASEAN’s integration into the Asia-Pacific 
Economic Cooperation (APEC) by Dr. Mahathir, who is known for his strong 
Asian standpoint. His suggestion apparently articulated his dissatisfaction 
with ASEAN joining APEC, which includes Western nations, an idea he was 
strongly opposed to. The aggressive Western-critical speech by Mahathir 
without consultations with his colleagues in other states scared most East 
Asian countries away from this idea. Japan especially, felt compromised by 
this. The way he introduced this idea of EAEC was perceived as greatly inef- 
fectual, as he was even rejected by his colleagues in ASEAN. Mahathir tried 
to support the idea by stressing that the EAEC conforms to the General 
Agreement on Tariffs and Trade (GATT), but this step also brought hardly 
any results. In any way, it failed to grasp the audience. But right after the 
financial crisis, China, Japan and Korea began to show great interest in es- 
tablishing FTAs with its ASEAN counterparts. They then gradually tried to 
make an official attempt to discuss stronger economic bonds within the 
EAEC scheme. 

Furthermore, regionalism within the RCEP scheme will enable the re- 
gion to cope with the future challenges of globalization and remain interna- 
tionally competitive. An integrated East Asia would lead to the advancement 
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in economies of scale, fuller development of production networks. As the 
former Indonesian Minister of Foreign Affairs Ali Alatas said in 2001, Asian 
Regionalism is equal to peace plus prosperity as it can contribute substan- 
tively to the achievement and maintenance of sustained and sustainable 
peace, stability and security and welfare in this part of the world. Post covid 
19, China factor will shed the light of the dynamic process of RCEP. Under- 
standably, China is well aware of the push to onshore or establish duplicate 
supply lines that bypass its factories as a product of Post Covid 19 strategy 
coming from the developed countries. RCEP proposal would at least keep 
business within China’s network. And from the ASEAN point of view, Indo- 
nesia will be one of the most crucial actors that can establish leadership in 
the region and help to broker disputes between China and Japan, China and 
India and China and Australia. As already mentioned above, the Asian Finan- 
cial Crisis gave substance to the ASEAN+3 grouping which brought together 
the ASEAN nations and China, Japan and South Korea. It’s led to the Chi- 
ang Mai Initiative multilateral currency swap arrangements and helped bol- 
ster food security by setting national contributions to a rice stockpile. Then 
came the global financial crisis in 2008 but that was mostly a Western crisis. 
The COVID-19 pandemic, however, has affected every nation. China is 
more inclined to look for common ground than it was before. 


Il. DEFINING ASIAN REGIONALISM 

Regionalism is formed when a group of countries establish an association 
in a way that it is beneficial in creating formal institution that pool together 
agreed resources available within the region. Moreover, regionalism can be 
best described as an integration of a geographical region that concludes vari- 
ation of actors (regional institutions) that share the same interest (Mace and 
Therien (1996)) Regionalization on the other hand, reflects undirected pro- 
cess that forms economic interface within the region. Technically speaking, 
it is a part of dynamic process that can be explained as a persistent process 
in forming regions and/or regional communities (Whiting (1993) in Smith 
(1998)). 

To put it in other words, regionalism is institution driven while regional- 
ization is market driven process. This paper argues that a certain region can 
be better off if it experience an institution driven process i.e. regionalism, 
that allows sustainability hence solid regional growth. The process towards 
regionalism is a long and tiring process. To set up formal regional economic 
institution, a country must endure several stages of integration as Balassa 
(1960) argues. These differ in the degree of unification of economic policies, 
with the highest one being the completed economic integration of the states, 
which would most likely involve political integration as well. The shallowest 
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part of integration would be a “Free Trade Area” (FTA) that is formed when 
at least two states partially or fully abolish custom tariffs on their inner bor- 
der. But, as Hastiadi (2011) argues, RCEP should put more focus on trade 
integration since this region has a huge gap in development proximities. This 
gap will only constraint integrations as it moves beyond trade integration. 
But this very gap is actually beneficial for trade integration since differences 
in comparative advantage will post a significant contribution in trade flows 
thus said trade integration. 

Another question that may arise is whether or not the Asian Regionalism 
can move beyond the RCEP. In the basis of gravity equation, we learn that 
geographical distance, shared language and shared culture is very important 
for trade. So instead of having a half globe integration in FTAAP or other 
mega regionalism schemes, the proposed scheme of RCEP seems to offer 
better result. 

Having that in mind, we are currently witnessing RCEP countries that 
cannot escape from the fact that they are now being more integrated than 
before. Regionally speaking, the region has been nurtured by a market driven 
expansion of trade and FDI. According to Linn (2011), an integrated Asia 
will become significantly important for the region’s overall development at 
least for six reasons. First, in order to sustain region-wide economic growth; 
second, to have positive spillovers and better respond to global challenges; 
third, to create long-term stability and prosperity; fourth, to set up a stepping 
stone for poorer countries so that they can move up the value change and 
maximize their growth potential; fifth, to be an important bridge between the 
interactions of individual East Asian countries and the rest of the world; and 
the last but not least is to have the voice and influence in the global agenda 
that is commensurate with its economic weight. 

The process of trade regionalization can be associated by a growing ten- 
dency of trade flows among countries that reside in the same region. This 
process is often named as intra-regional trade. Increasing number of regional 
integration agreements (regionalism) is deemed as influential factor of the 
trend of intra-regional trend. This is well matched by the tendency of firms in 
expanding their activities within the region (market-driven regionalization). 


Ill. ASEAN AS A HUB-THE ROLE OF MANUFACTURING SECTOR 

ASEAN is fueled by a youthful spirit that could bring new hope to run through 
the global imbalances. ASEAN members are becoming more connected now- 
adays but the intra-regional trade share is quite stagnant. But if we expand 
the coverage to the plus six countries (China, Japan, Korea, Australia, New 
Zealand and India), the intra-regional trade figure is becoming more robust. 
The FTAs and EPAs that is well emerging since the mid 2000 have a signif- 
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icant contribution to the closer relation among the ASEAN + 6 countries. 
An important factor explaining the success of the ASEAN + 6 economies 
has been their participation in a dynamic, regionally integrated economic 
structure beyond just ASEAN + 6. Strong and dynamic production networks 
have progressively linked ASEAN + 6 countries. The fragmentation of man- 
ufacturing production and “fragmented trade” linked to rising intra-industry 
trade have enabled ASEAN + 6 countries to maintain their competitiveness 
and successfully pursue an export-led development strategy. ASEAN + 6 
countries also developed robust, flexible and vibrant small and medium size 
enterprise (SME) sectors. Although this region has experienced two period 
of crisis (late 1997 and late 2008) but it did well to bounce back afterwards 

If we compare the two crises period, we can get a general conclusion that 
the region has learned well in coping the crisis. It is reflected by the speed of 
recovery in 2010 which is better than 1999. Also, the closer integration 
among the countries has created a vaccine-like treatment in the region. 
Looking into the future, based on ADB projection, in 2030, per capita GDP 
in 2007 constant US dollars will mount to a number of 9012 for ASEAN. 

The figures surely give a very optimistic path for the region in taking pow- 
erful role globally, but in order to play that role the region, especially for the 
ASEAN countries, have to put more attention some very crucial factors 

In the short run, there might be a rivalry competition between Chi- 
na-ASEAN, China-India, China Japan and China-Australia but then again 
the mind set in viewing the economic opportunity or threat depends on 
whether China’s economy is perceived as complementary or competitive vis- 
a-vis individual ASEAN economies and on whether the latter economies are 
able to exploit their complementary opportunities and overcome the com- 
petitive threats. 

During the process of ASEAN’s economic development, the presence of 
several commodity booms as well as a booming service sector recently assist- 
ed ASEAN’s high pace of economic development. However, the kickstart and 
most rapid pace occurings around the early 1970s until the late 1990s before 
the Asian Financial Crisis. That kickstart and rapid pace of growth occured 
during the golden age of manufacturing sector for ASEAN 5 countries (Felk- 
er, 2003; Hill, 1997) which shows the significance of manufacturing sector 
for ASEAN economies. 

Aside from that, ASEAN’s manufacturing sector also provided a signifi- 
cant contribution in terms of creating their economic fundamentals, espe- 
cially during the 1980s. In addition, highlighting the early 1980s is essential, 
since it is the period where ASEAN countries tried to conduct structural 
transformation from agricultural economies to industrial economies, as 
their peers had been doing in the East Asian region during the same period 
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(Ungor, 2017; Fan et al., 2013). Manufacturing sector plays a very important 
role in exports, as well as obtaining a relatively high pace of growth during 
the period of 1980 to mid-1990s (Abidin, 1997). However, it seems that 
manufacturing sector in ASEAN countries is not as dominant as it used to be 
(starting from the early 2000s) and it started a slight inverted U trend. This 
condition implies that ASEAN economies might focus their economy on ser- 
vice sector, which may decrease manufacturing exports. With the exception 
of Singapore, it is fair to say that ASEAN countries are still middle-income 
economies, which still need the contribution of manufacturing sector in or- 
der to strengthen their economic foundation and lead them to better perfor- 
mance in other sectors beside manufacturing in the future. 

In the scope of development economics, manufacturing sector plays a 
major role for an economy. According to Rodrik (2013), manufacturing sec- 
tor is a mode of growth for developing countries that could help them achieve 
convergence, due to positive correlation between sector growth and produc- 
tivity. In addition, Felipe et al. (2014) argues that manufacturing sector 
could provide employment that prepares lower or middle-income countries 
to obtain a higher level of income, and richer economies are benefiting from 
employment in manufacturing sector. From both standpoints, it is clear that 
utilizing manufacturing sector is important for the majority of ASEAN coun- 
tries, especially considering their current position as a middle-income econ- 
omies that need to prepare themselves in order to escape from the middle-in- 
come trap problem. Productive growth through manufacturing sector is 
what ASEAN economies need to achieve, instead of service sector that seems 
to be more productive, but only valid if the country already has a strong hu- 
man capital endowment. 

One way to enhance the performance of manufacturing sector is by im- 
proving the role of its factor production, especially in terms of financial as- 
pects. As is commonly recognized, financial capital is a major factor of pro- 
duction that could improve business production capacity and performance. 
Hence, improving the financial capital of business that operate in manufac- 
turing sector is essential, especially if one needs to improve the performance 
of manufacturing sector. 

Therefore, the answer to supporting manufacturing sector from financial 
sector lies in financial deepening. Generally, financial deepening is a term 
used to describe an effort to diversify financial resource allocation within a 
country (Sahay et al., 2015). Furthermore, recent trends within financial 
deepening is involving a more market — based resource allocation within a 
country, hence it primarily involves the broad and real impact from capital 
market (equity and debt markets) to real sector, in which the financial re- 
sources are allocated. 
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One might argue that the ASEAN ’s past success in manufacturing sector 
and manufacturing exports is mainly due to their success in attracting FDI, 
despite relatively low levels of financial deepening. During the 1970s and 
1980s, when ASEAN countries had just started to open-up their economies, 
they were still perceived as relatively lower income countries, which had 
potentials in natural resources as well as manufacturing sector through 
cheap labour and vast areas. 

However, considering ASEAN’s current economic state, investors already 
perceived ASEAN countries, especially ASEAN 5 (plus Vietnam) as strong 
emerging economies, which not only needs to rely on potential, but also 
needs to rely on stability and better investment atmosphere (Baum et al., 
2017 & Stiglitz, 2003). Even from a global value chain perspective, aspects 
that could ensure production and demand stability are important to attract 
FDI, and it requires a strong financial sector (Felipe, 2018). Another import- 
ant aspect that triggers the cruciality of financial deepening to FDI covers 
the aspect of financial product provided by financial sector. By obtaining a 
deeper financial sector, companies that conducting FDI will be able to seek 
for a proper and reliable financial product that could be used for 
re-investment. 

Furthermore, Santoso and Hastiadi (2020) argue that bond market gen- 
erates the most significant impact on manufacturing export in ASEAN. On 
the other hand, stock markets have not been able to generate significant 
impact to manufacturing export performance in ASEAN economies. The 
facts coming from the stock market shows that manufacturing sector or 
manufacturing export in ASEAN are still lagging in terms of competitive- 
ness. Hence, for business that operate in both manufacturing sector or man- 
ufacturing export, it is important to enhance competitiveness, so that financ- 
ing from stock market could also be obtained, not only from banking sector 
and bond market. With these in mind, it is also important to understand the 
nature of Global Production Network in the context of ASEAN Plus. 

As IImi and Hastiadi (2019) argue, the strength of the RCEP global pro- 
duction network lies on the combine strength of the China, Japan Korea 
(CJK) Economy plus several pivotal countries as the like of India and Indo- 
nesia. Chinese economy undoubtedly lies on the rapid development of in- 
dustrial and logistics infrastructure, supported by the ability of labor with 
competitive wages in all industries. Meanwhile, India is a developing country 
with a high GDP growth that supports the linkage in the global production 
network. Japan has spread its economy into many developed and developing 
countries. Its domestic development is more about high-tech industries and 
license holders, so that participation must be seen in a wider scope across all 
production network. Korea is experiencing rapid growth in the ICT industry 
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ever, its sectoral competition with other countries still requires maximum 
effort, including with Israel and Russia. Indonesia, currently the 1 6th largest 
economy in the world have been experiencing a stable economic growth over 
the last decade. After the Asian financial crisis in the late 1990s had halted 
a booming economy fostered by Suharto administration, Indonesian macro- 
economic indicators started to come back on course in the mid-2000s. Yet, 
the Indonesia’s economy recovered at the rate in excess of 5% in the period 
of 2010-2019. The key element that accounts for Indonesia’s recent eco- 
nomic growth is domestic consumption. In line with rising per capita GDP 
and low borrowing costs, Indonesia’s private consumption is robust. Despite 
the global economic slowdown, the GDP growth of Indonesia is considerably 
above the world’s average. Unfortunately, Indonesia’s participation level are 
lagging behind in many industries, particularly the automotive industry in 
due to, among others, lack of Infrastructure, lack of disclosure policy (FDI 
openness), low labor quality, and high trade costs compared to other ASEAN 
countries. These attributes become evaluation and input for ASEAN coun- 
tries that have not maximized comparative factors and service links to achieve 
optimal benefits by connecting in a global production network (See Table 1). 
Among other factor, the middle-income trap has become longing factor that 
constraints ASEAN plus scheme. 


TABLE 1. THE ORDER OF PARTICIPATION LEVEL OF GLOBAL PRODUCTION NETWORK 
OF EACH INDUSTRIAL GROUP 


ORDER OF 
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IV. OVERCOMING THE MIDDLE-INCOME TRAP: THE ROLE OF 
INNOVATION ON SWITCHING ONTO A HIGHER INCOME GROUP 
FOR ASEAN MEMBER STATES 

The middle-income trap is a situation where economic growth of a country 
stagnates. However, no universal threshold has been developed of how many 
years it takes to consider a country as being trapped in the middle-income 
economy. Bordans and Tainemaa (2016) proposed their own definition of 
the middle-income trap where they consider a country is considered trapped 
in a specific year if they are under three specific conditions. According to 
their definition, if a country’s GDP per capita growth is below the average 
of global GDP per capita in its respective income level, its respective re- 
gion’s average growth, and also the weighted average growth of each coun- 
try’s trading partner, a country is considered trapped in the middle-income 
level. Despite their comprehensive approach on defining the middle-income 
trap, there is still a need for specific amount of years to be able to distinguish 
whether the growth of a country is considered growing normally or too slow. 
Consequently, the question on how many years is considered too long for a 
country to generate static growth remains unclear. 

Felipe (2012) also offered a definition of the trap by conducting an arbi- 
trary approach to calculate the number of years to be set as a threshold for a 
country to be trapped in the middle-income level. He did so by taking the 
median of the sample countries spent in their income categories before tran- 
scending onto the next category. In addition, Felipe implies that lower mid- 
dle-income economy (i.e., that reaches $2,000 per capita income) has to 
attain an average growth rate of per capita income of at least 4.7% per an- 
num to avoid falling into the lower middle-income trap (i.e., to reach $7,250, 
the upper middle-income level threshold); and an upper middle-income 
economy (i.e., that reaches $7,250 per capita income) has to attain an aver- 
age growth rate of per capita income of at least 3.5% per annum to avoid 
falling into the upper middle-income trap (i.e., to reach $11,750, the high-in- 
come level threshold). 

Many economists glorify innovation as a key driver of escaping the middle 
income trap through sustainable growth and development which was mainly 
contributed by the Schumpeterian growth theory. The Schumpeterian 
growth paradigm is constructed upon 3 main ideas (Aghion, Akcigit, and 
Howitt, 2013). First, long-run growth is achieved primarily through innova- 
tion, following Solow’s theory that sustainable technological change is re- 
quired for long-term economic growth. Second, following the endogenous 
growth theory, innovation is derived from investments in research and devel- 
opments from firms that responds to the economic incentives that results 
from economic policies and institutions. Hence, government quality and 


184 


DR © 2022. Universidad Nacional Auténoma de México-Instituto de Investigaciones Juridicas 


Esta obra forma parte del acervo de la Biblioteca Juridica Virtual del Instituto de Investigaciones Juridicas det! 
www. juridicas.unam.mx Librayco 
https://biblio.juridicas.unam.mx/bjv https://tinyurl. 


support is needed to promote innovation. Lastly, innovation provokes cre- 
ative destruction as Schumpeterian growth is perceived as a competition 
between the old and the new in the sense that new technology replaces old 
technology. With such pattern, it is believed that innovation has been re- 
sponsible for continuous rise in standards of living (Grossman & Helpman, 
1994) as there is perpetual replacement of old technology with new technol- 
ogy. Continuous innovation has the benefit of improved productivity as well 
as expansion in consumption, investment, and exports (Ambashi, 2017). 
However, the impact of innovation itself relies on the creativity of its eventu- 
al users, thus knowledge and education play an important role on adapting 
towards new innovation. Ambashi (2017) created a typology of innovation 
stages of ASEAN countries: 


TABLE 2. TYPOLOGY OF INNOVATION FOR ASEAN MEMBERS 


| PHASE | CHARACTERISTICS COUNTRY 


Initial Developing demand for innovation and Cambodia, Laos, and 
nitia 
technology Myanmar 
: Imitation and learning by doing from imported Indonesia, Philippines, 
Learning : : 
technology Thailand, and Vietnam 


Initiation of creative destruction through 


Catch-up Malaysia 


licensing and creative duplication 


Knowledge generator and technology shaper 


SOURCE: Created by the Author from Ambashi, 2017 


Referring to Table 2, we can infer that most ASEAN countries are begin- 
ners regarding innovation involvement. Newly lower-middle income coun- 
tries (i.e. Cambodia, Laos, and Myanmar) are in the initial stage of innova- 
tion involvement where they start to develop demand for innovation and 
technology. While countries who has been longer in the lower-middle in- 
come stage (i.e. Indonesia, Philippines, and Vietnam) and Thailand who 
reached the upper-middle income level in 2008 are in the learning stage 
where they benefit from imitation of imported technology. Malaysia who has 
been an upper-middle income country quite a while is catching-up with 
high-income countries through initiation of creative destruction. Singapore 
on the other end is the leading innovation frontier in ASEAN, becoming a 
knowledge generator and technology shaper. This typology excluded Bru- 
nei Darussalam due to its heavy reliance on oil and gas as the main contrib- 
utor to its economy, hence the country does not suit any of the stages in the 
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innovation typology. Thus, we can conclude when it comes to innovation, 
ASEAN countries are still passive players that relies on market forces for 
new innovations. 

When measuring innovation, patents and trademarks usually goes hand in 
as a proxy to quantify innovation, however patents leans more towards inven- 
tions (specifically technological inventions), while trademark denotes legal 
differentiation between products. As seen from the innovation typology, ma- 
jority of ASEAN countries are still beginners when it comes to innovation, 
especially technological innovation. Therefore, using patents when attempt- 
ing to capture innovation will fail to capture all innovative activities within a 
country because it focuses more on inventions rather than innovation. Since 
we are discussing about the middle-income economy who are squeezed be- 
tween labor-intensive industries and high-skilled intensive industry that dom- 
inates innovation in technology, middle-income economy by nature are likely 
to lack in innovation that directs towards technology. Thus, the use of patents 
will fail to capture full innovation activities in a country. To measure the 
translation of R&D activities and patents into an actual innovation output 
that can be used by users, trademark has the ability to capture commercial- 
ization of new inventions used by firms to signal new products in the market 
(Castaldi, 2014). In addition, the use of trademark also enables to capture 
non-technological innovation such as organizational innovation, service inno- 
vation, marketing innovation, and as well as innovation in low-tech sectors. 

Many ASEAN countries recently succeeded to exit low-income level and 
reached the middle-income level. In contrast, several Latin American coun- 
tries recently graduated onto the high-income level after spending quite 
some time in the middle-income level. Figure 1 shows income-level move- 
ments of these countries between 1989 and 2016. 

Among ASEAN member states, only two countries belongs to the high-in- 
come level, namely Brunei Darussalam and Singapore. Other ASEAN coun- 
tries started to surpass the low-income level in this period, Philippines in 1995, 
Indonesia in 1996, Vietnam in 2009, Laos and Myanmar in 2011, lastly Cam- 
bodia in 2014. Malaysia and Thailand on the other hand has been categorized 
in the middle-income range over the whole observed period of 27 years. If we 
look deeper into past data, Thailand has spent 20 years in the lower middle-in- 
come level from 1988 until 2008, and 8 years in the upper middle-income 
level, which exempts Thailand from being considered trapped in the mid- 
dle-income level. Meanwhile, Malaysia actually entered the lower middle-in- 
come level in 1979 and entered the upper middle-income level in 1995, which 
translates to 16 years in the lower middle-income level, and 21 years in the 
upper middle-income level. Corresponding to Felipe’s income threshold, we 
can conclude that Malaysia is trapped in the upper middle-income level. 
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FIGURE 1. INCOME CLASSIFICATION OF ASEAN AND OTHER EMERGING COUNTRIES 
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Quah (1993) discovered that there is a tendency of thinning of the mid- 
dle-income level in favor of very poor and very rich countries. Low-income 
levels tends to have downward mobility in which they are more likely to be- 
come poorer, although the possibility of upward mobility is still possible. 
While high-income levels seize balance between upward and downward mo- 
bility, in which they are more likely to persist in high-income level. Although 
the tendency of thinning of the middle-income level does not seem to occur 
in ASEAN countries as many of their members just recently reached the 
middle-income level, the downward mobility is still a risk that is faced by 
every country. The downward mobility can be found in Figure 1. where sev- 
eral countries (Indonesia, Malaysia, and South Korea) were vulnerable to fall 
down towards their previous income-level in a deteriorating economy from 
the Asian financial crisis in 1998. Indonesia specifically suffered greatly in 
the 1998 Asian financial crisis compared to the 2008 global financial crisis. 
The 1998 crisis includes depreciation of the Rupiah which effects exports 
and imports and also rising costs of foreign debts. During this time period, 
Indonesia just recently reached the lower-middle income level in 1996. As 
poverty increased due to the crisis, Indonesia fell back to the low-income 
level. However, we can see that Indonesia fared better in the 2008 crisis 
maintaining its position in the lower-middle income level. Tambunan (2010) 
studied that the resilience was due to more steady policies, better govern- 
ment housekeeping, and stronger financial sectors. Thereof, as it is easier for 
a country to descend towards lower-income levels, countries must be able to 
inject adequate input and productivity circulating in the economy and strat- 
egize economic policies in order to move up the income ladder or maintain 
current income level. This is proven by the resilience of Thailand and Vietnam 
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move up towards higher income status in spite of the crisis. 

According to Nidhiprabha (2011), the limited impact of the global finan- 
cial crisis in Thailand was attributed to financial refinement subsequent to 
the Asian financial crisis which results better banking structure and low ex- 
posure on subprime assets, supporting macroeconomic conditions also 
helped credit expansion that accelerates economic recovery. Similarly, Viet- 
nam was not directly affected by the 2008 crisis due to its low exposure to 
international financial markets where 50% of its banks are state-owned (Le, 
2009). Additionally, informalization of sectors are big in Vietnam, and the 
crisis induced informalization even further (Cling et al., 2010) which pro- 
vides alternative source of income keeping them from poverty. Therefore, the 
resilience of the two countries in times of crisis shows the need for sound 
economic policies and an active government role that induces smooth eco- 
nomic recovery and preventing countries to move backwards towards a lower 
income level. 

To understand the economic growth of each ASEAN countries, Table 3. 
shows GNI per capita growth for ASEAN countries. 


TABLE 3. GNI PER CAPITA GROWTH FOR ASEAN 2016 


CLASSIFICATION 2016 CRO T NCCORDING TO. 

FELIPE (2012) 
Financ Darn [Highncome | 282) 
a a 


SOURCE: Created by the Author from from Wold Bank,2018 and Felipe, 2012 


The majority of lower middle-income countries grew adjacent around the 
required growth, except for Indonesia. However in terms of years, Indonesia 
is not considered trapped in the middle-income level yet, hence Indonesia 
must be able to compensate for the sluggish growth in the upcoming years 
before it is considered trapped in the lower middle-income level. Thailand 
and Malaysia also yielded growth lower than required, although Thailand 
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still has time before it is considered trapped in the upper middle-income, it 
seems like it is harder for countries to exit the upper middle-income level. 
Latin American countries who recently reached the high-income level were 
actually trapped in the upper middle-income level as well in the past. How- 
ever, with increased innovation efforts, foreign direct investment and pro- 
ductivity, they managed to reach high-income level. 


V. THE PLUS SIX FACTOR 

In a sense of creating integration in East Asia, there is a need to set up more 
formal institutional mechanisms for trade. It is rational for such mutually 
dependent countries in the region to institutionalize de facto integration 
through the establishment of regional arrangements (Kawai, 2005). The 
growing significance of the Plus Six market for ASEAN along with other 
economic modalities such as product complementarities, comparative ad- 
vantage and intra industry trade in the region will then serve as the basis for 
a single Region Wide FTA. 

The above arguments are coherent with the study conducted by Asian 
Development Bank in 2006 which identifies four solid pillars for the East 
Asian regional cooperation and integration. Those pillars are: (i) trade and 
investment; (ii) money and finance; (iii) infrastructure and connectivity; and 
(iv) regional public goods. 

The factors above can be classified as technical pillars, should it be 
reached, non-technical factors still need to be tackled. Among those factors, 
some has proven to be major obstacles. First is historical factor, what had 
happened among China, Japan, and Korea in the old days is still noted to be 
influential clash. Second is ideological factor, political polarization happened 
in the cold war has given major impact for the relation among countries in 
RCEP. Although ideological concentration is now becoming insignificant 
but in some cases the conflicting interests among countries are deemed to be 
the indirect exposure of the remaining ideological concept. The absence of 
political bond among countries in RCEP would be a major problem when 
they have to face common enemy that take form as global economic crisis. 
This chapter define political bond as regionalism/institutionalism. 

Being acknowledged as the economic front runners, Japan, China, Korea 
and Australia are assumed to have heavy responsibility for the economic 
welfare in the RCEP scheme. It is very obvious that RCEP cannot be put 
into practice without these countries’ strong support. Unfortunately, the lack 
of institutional arrangements among these giant countries has stalled the 
overall welfare effect for the East Asian communities. 

It is clear that trade activity is very intense which performs as the major 
contributing factor for economic growth in the region. The vast amount of 
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trade has been very likely steered up by the amount of FDI flows among 
them. From this point of view, trade within RCEP is deemed to have sub- 
stantial movement as a result from the shift of trade towards a more indus- 
trialized structure. The present driving force of the said relationship is the 
market by which in some sense is not enough; it should be matched by a 
top-down regionalism. The main focus of the regionalism is to make these 
countries grow together so that it can spread positive externalities through- 
out the region. Having said this, a concrete structure of region wide FTA is 
needed both for short and long run goals. 

Regionalism has some important roles in guiding directions, providing vi- 
sions, and setting up the principle in organizing and creating a regional com- 
munity. The overall roles have raise important question of what kind of regional 
organizations should be formed, and how they should be formed and operated 
(He, 2004). Moreover, Kawai (2005) views a mounting need of institutionaliza- 
tion in East Asia in order to internalize externalities of the spillover effects. 

Now, that we are come to the point that regionalism must take place in 
the Region, we have to encounter some problems embedded on it. The trade 
creation effect of regional co-operation is being viewed as an important 
cause of economic growth. However, the impact of trading blocs also has a 
trade diversion effect. Question then arises; do such arrangements benefit 
regional trade and increase overall welfare? The answer depends upon the 
difference between the trade creation effect and trade diversion effects. 

The trade creation effect is caused by the extra output produced by the 
member countries. This extra output is generated due to the freeing up of 
trade between them. Increased specialization and economies of scale should 
increase productive efficiency within member countries. 

The trade diversion effect exists because countries within trading blocs, 
protected by trade barriers, will now find they can produce goods more 
cheaply than countries outside the trade bloc. Production will be diverted 
away from those countries outside the trade bloc that have a natural compar- 
ative advantage to those within the trading bloc. From the point of view of 
developing countries, i.e. ASEAN, the existence of trading blocs depends 
rather on firstly whether the country is in the trading bloc and secondly 
which other countries are also members. Forming a trade bloc with other 
developing countries may result in only a small trade creation effect as the 
share of world trade involving developing countries is relatively small, that 
the trade bloc has limited influence on the market price and quantity. If the 
country joins a trade bloc with developed countries, i.e. CJK then there may 
be real advantages to the developing countries as resources flow within the 
bloc to the countries where there are cost advantages and the potential mar- 
ket for exports is significantly expanded. 
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By building trade liberalization on the foundation of discrimination, PTAs 
create a fundamental conflict with multilateralism. The ill effects of this key 
difference become manifest when one examines the recent proliferation of 
PTAs. This proliferation has led to a crisscrossing of trade preferences as- 
signed to countries, hence the term “spaghetti bowl,” where products in 
many important markets today enjoy access on varying terms depending on 
where they supposedly originate. Owing to the globalization of production, 
the ability to identify the country of origin for products is increasingly prob- 
lematic. Since the spaghetti bowl’s inefficiencies are increasingly magnified 
by unbundling and the rich/poor asymmetry, the region must find a solution. 
Since regionalism is here to stay, the solution must work with existing re- 
gionalism, not against it. The solution must be in the form of multilateraliz- 
ing regionalism. 


VI. MAKING REGIONALISM WORK 
Among the more significant region-wide organizations to have emerged since 
the end of the Cold War are the Asia Pacific Economic Cooperation group 
(APEC), the ASEAN (Association of South East Asian Nations) Regional 
Forum (ARF), ASEAN plus 6 and the Asia-Europe Meeting (ASEM). None 
has as yet developed an elaborate bureaucratic structure. Though each has 
spawned many meetings and initiatives, they all remain first and foremost 
consultative arrangements aimed at securing broad declaratory agreements 
and benchmarks rather than binding targets or obligations. These develop- 
ments suggest that, despite the inhospitable geopolitical terrain, especially in 
Northeast Asia, multilateralist approaches and institutions have come a long 
way in Asia Pacific. On the other hand, regional multilateralism in this part 
of the world faces a number of fundamental and as yet unresolved ambigu- 
ities, which, though not unique to this region, are likely to have far-reaching 
political, economic and in the longer run strategic implications. Foremost 
among these is the issue of membership, or to be more precise the geograph- 
ic and political delineation of the region. With the passage of time East Asia 
has emerged as the core of the multilateral project. This is most obvious- 
ly the case with ASEAN plus 6, the only absentees at this stage being the 
anomalous regimes of North Korea and Taiwan, with India still put on hold. 
Regionalism acts as a powerful mantra that spells the word “whether you are 
with us or against us”. The act of exclusion from regionalism will only lead to 
marginalization. Therefore, the general idea is how to make it work 
According to Kawai (2007), several factors play major role in constituting 
trade and FDI integration in Asia as we see today. The first factor is the con- 
tinuous trend of trade and investment liberalization (race to the bottom) as 
a conjunction with the multilateral framework under the General Agreement 
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on Tariffs and Trade (GATT)/World Trade Organization (WTO) and open 
regionalism through Asia-Pacific Economic Cooperation (APEC). As a re- 
sult, domestic economy must find its way to complement the liberalization 
measures as well as to compete with it. Trade policy reform is regarded as the 
best way to cope with the massive stream. 

Kawai’s second factor would be on the production networks and supply 
chains throughout East Asia resulting from the inward FDI trend and the 
footloose-ness effect (global MNCs). As Baldwin (2006) suggests, Asian 
countries has a trend of unbundling production process into multiple 
sub-process leading to the hollowing out phenomenon. In turn, RCEP can 
become integrated supply chain. Kawai adds that the whole process has un- 
doubtedly created dynamic evolution of intra-regional division of labor lead- 
ing to an emerging vertical intra-industry trade in parts and components. 
The process also implies significant connection between large inflows of FDI 
with the trade agreement in the region. The first group to lead would be the 
China, Japan, Korea, Australia and New Zealand followed by the rest. The 
path goes hand in hand with the flying-geese hypothesis that was developed 
by a Japanese economist, Kaname Akamatsu (1935). This model has been 
frequently proposed to examine the patterns and characteristics of East 
Asian economic integration. The premise of the flying-geese pattern suggests 
that a group of nations in this region are flying together in layers with Japan 
at the front layer (Xing, 2007). The layers signify the different stages of eco- 
nomic development achieved in various countries. 

The third factor will be physical infrastructure, i.e. roads, bridges and 
electricity, improved means of communication and development of logistic 
service. These items will provide steadiness and assuredness in making in- 
vestment among members. In other words, good infrastructure will only lead 
to a sustainable intra trade and investment. 

The fourth factor is China that continues to grow fast. The China Factor 
has been spurring deeper linkages among Asian economies. As Kawai suggests, 
growing China has been giving major contribution to production networks and 
supply chains given to their export expansion which requires imports of indus- 
trial materials, parts and components from their trade partner in Asia. 

Moreover, Feng and Genna (2003) argue that homogeneity of domestic 
institutions is needed to go hand in hand with the regional integration pro- 
cess. Moreover, they point out inflation, taxation and government regulation 
as representing factors for the economic institutions. Another variable that 
might enhance integration is population as already identified by Tamura 
(1995). He argues that large population is a catalyst for integration due to 
economic agglomeration. Scholars like Milner and Kubota (2005) even point 
out democracy as an important factor that could foster regionalism. Their 
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empirical work on the developing countries from 1970-1999 showed that 
regime change toward democracy was associated with trade liberalization, 
and regionalization. 

Having said this, knowing the factors that determine the formation of 
regionalism (top down process to match the existing bottom up process) is 
becoming more and more crucial for the post covid-19 era. Thus, RCEP can 
accelerate the momentum of overall trade liberalization as opposed to the 
growing protectionism coming from the west and boosting regional eco- 
nomic growth. 


Vil. RCEP IN THE MAKING: BALDWIN’S DOMINO EFFECT 
Regionalism that takes form as RCEP is clearly the second best. The ulti- 
mate goal will be undoubtedly the WTO which is a totem of multilateralism. 
The departures from multilateralism create the so called “spaghetti bowl 
effect”. The term was originally introduced by Jagdish Bhagwati in his works 
with Ann Krueger, “The Dangerous Drift to Preferential Trade Agreements’, 
AEI Press, 1995. He then made it more pronounced through his later papers 
(e.g. Jagdish Bhagwati, David Greenaway, and Arvind Panagariya, “Trading 
Preferentially: Theory and Policy”; The Economic Journal 108: 1128-1148; 
Jagdish Bhagwati, Testimony, Subcommittee on Domestic and International 
Monetary Policy, Trade and Technology; April 1, 2003; U.S. House of Rep- 
resentatives). Bhagwati made his point by stressing on the rules of origin 
which he found FTA as source of problems since it created the scheme of 
production network that would not be consistent with the principle of eco- 
nomic efficiency. He then named this event as a spaghetti bowl phenom- 
enon. He described this as crisscrossing lines and likened these strings of 
lines to strands of spaghetti tangled in a bowl. The spaghetti bowl phenome- 
non as referred to by Bhagwati is an inevitable result of FTAs that reduce or 
eliminate tariffs on imports from specific countries and cannot be circum- 
vented simply by changing the shaping of FTAs. Or, to put it colloquially, the 
spaghetti bowl phenomenon acts as stumbling blocs for regionalism. 

If we take Richard Baldwin’s (2006) work into account, the phrase of 
stumbling blocks would become too robust since he tamed the spaghetti 
bowl to be considered building blocks on the path of global free trade. Be- 
fore we get into the way to tackle the spaghetti bowl effect, we should first 
see the basic framework behind the trade liberalization process as Baldwin 
suggests. The framework focuses on three mechanisms: the juggernaut ef- 
fect, the domino effect and the “race to the bottom’ (RTB). The first one is 
heavily related to multilateral trade liberalization, the second goes deep into 
regional trade liberalization, while the latter part is linked to the unilateral 
trade liberalization. 
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The Juggernaut scheme involves three major actors: i) the government/ 
policy makers, ii) export-competing firms, iii) import-competing firms. In 
order to expand the market abroad, the export-competing firms need to lobby 
import-competing firms to accept lower tariffs so that foreign markets will 
reciprocally lower their tariffs. Lower tariff will also mean an increasing vol- 
ume of import goods competing with the small domestic industries (im- 
port-competing firms). Naturally, the small domestic industries would resist 
any kind of tariff cuts. For the export-competing firms, the given character- 
istic means expensive lobbying cost. In this scheme, the government will set 
the optimal tariff resulting for the juggernaut effect 

For the government, the principles of a setting an optimal realistic objec- 
tive function are credibility, flexibility and political legitimation. Rule of law 
could create credibility if the rule is widely known and well understood by 
the public. With credibility, it will be easier to handle any economic turbu- 
lence with the policy instrument that is controlled by the economic authori- 
ty. Credibility could function more when there is a transparent and account- 
able framework in which strengthens political legitimation. Effective policy 
would merge up if the policy makers have the ability to react promptly in 
every unprecedented shock. Credible policy makers are those who make the 
policy with respect for transparency. With the high level transparency, any 
economic shock would be easily diminished. Without transparency, every 
policy with regards to economic target and fiscal rule would become obsolete 
since the public could not compare between the target and the realization. 
Moreover, the political legitimation would become very important since the 
policies being made should reflect national consensus. This in turn creates 
balance of power and also general responsibilities which could reduce the 
negative effect from the uncoordinated policy. 

Reciprocal trade talks (in the form of Multilateral Trade Negotiatons 
(MTNs)) conducted by the government will have a direct impact for a politi- 
cally optimal tariff. This period will shift down the GFOC curve since the 
government has a new set of optimal tariff. The shifting GFOC will in turn 
drive some import-competing firms to be out of business since they face 
cheaper import goods. This situation will decrease the cost of lobbying since 
the political resistance from the import competing sectors is decreasing linear- 
ly with the size. Doing another reciprocal talk is cheaper now resulting to a 
further cut on tariff. The cycle repeats itself until new equilibrium (E’) is met. 

Now we move on to the next framework, the domino effect theory. This 
theory is best suited to explain the formation of trading blocs (regionalism) 
throughout the globe. We have two major actors here, which are pro-mem- 
bership (export competing firms) and anti-membership (import competing 
firms) forces. The model describes a political equilibrium resulting from a 
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balance on the two major forces. The pro-membership will gain preferential 
access if the nation decides to join the RTA and go through with marginal- 
ization if the nation stays out. On the other hand, the anti-membership forc- 
es will be marginalized if the nation decides to join while it will win the do- 
mestic market if the nation stays out. 

Naturally, the export competing firms have larger output than the import 
competing one. Having sad this, the shock resulted from nation’s decision of 
not joining the RTA would be bigger for the pro-membership side. This in 
turn will force the policy makers to join the existing RTA. As the membership 
expands, the incentive to join the RTA becomes more attractive even for those 
who previously found the political optimal decision by staying out. The cycle 
repeats itself until a new political equilibrium membership in RTA is met. 

Moving to next framework is the RTB. The world has witnessed the trade 
liberalization flows through multilateralism and regionalism. In recent years, 
however, new trend is emerging from many developing nations, they are now 
keener to cut tariff unilaterally. The trend is more pronounced in East Asia 
which prefers unilateral tariff cuts rather than PTA/RTA. The strategy goes 
hand in hand with the global trend on the unbundling process in manufac- 
turing sectors. The so called hollowing out happens because of the wage gap 
between the developed and developing nations let alone the decreasing trend 
in trade and communication costs. In turn, the offshore investment triggers 
lower tariff in the intermediate goods since the low-wage nations are com- 
peting to get the positive prospect of foreign direct investments (FDI). Lower 
tariff on intermediate goods is harmless for the import-competing firms since 
the goods have nothing to do with domestic demand. Therefore, the force of 
opposition for the unilateral tariff cuts become insignificant resulting for a 
further cuts (race to the bottom) to acquire greater chance of inward FDI. 

The trend of unilateral tariff cuts (RTB) creates a very low tariff in the 
region which also means lower trade cost. Lower trade cost will create the 
same level of playing field between local and foreign firms. The magnitude of 
shifting industry from foreign to home is larger when they face lower trade 
cost. In other word, it tells us how small changes in relative market access 
have a more pronounced effect on the location of industry when facing low 
trade costs. 

From the trade policy viewpoints, this means that the cut in tariff will be 
more distinct when the overall industrial protection is low. In East Asia, tariff 
is cut unilaterally which in turn creates complexity for East Asian firms. But 
the complexity is acting as building blocks for regionalism since efforts to 
form regionalism will gain more in the low tariff environment. As the mem- 
bership expands, regionalism will find its way to have a greater grip in East 
Asia (domino effect). But we have to note that this only happens when RTB 
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unilateralism prevents complexity for becoming problems while the opposite 
is still likely to happen. If this happens then, as Baldwin suggests, the com- 
bination of complexity and unbundling may create a new political economy 
force which in turn creates big push from the East Asian multinationals. 

The FTAs happening in Asia has created the so called “noodle bowl” 
(adapting the term of spaghetti bowl). However, the connection between 
RTB and domino effect will clean the mess. Given the overall tariff protec- 
tion and the non resistance from the anti-membership side, the pro-mem- 
bership side will urge the government to join the existing FTA. Due to the big 
push and the prospect of higher profits, the government is expected to set a 
region wide FTAs into force. 

Having said this, the problems of crisscrossing preferential rates become 
irrelevant in the region; therefore the task of setting RCEP becomes relative- 
ly easy. According to Baldwin (2008), the government stand point towards 
RTA is a derivation of a political equilibrium between anti- and pro-RTA 
forces. Baldwin uses the example of bilateral FTA for the domino logic, using 
the same approach, this will become the basis of the region wide FTA. As far 
as regionalism is concerned, deeper integration will enhance the welfare of 
participating nations, i.e. the Multinational Corporations—thereby urging 
export competing firms to be heavily involved in a pro-RTA political activity. 
The RCEP signing will trigger other to act promptly even for the nations who 
previously opted to stay out. This can be thought of as one domino knocking 
down the next one (think of the first country who joins the RTA as someone 
who causes the first domino to fall causing others to fall). Countries that are 
out of the scheme will be marginalized due to the shrinkage of foreign mar- 
ket access. In the political sphere this new disadvantage will result in greater 
political pressure — pressure on their own governments to negotiate with the 
existing RTA. 

While RCEP has made considerable strides on multiple fronts, the exist- 
ing regional architecture needs to be given a more solid normative founda- 
tion, a stronger institutional base and a more coherent set of functions. At 
the normative level, it is important that each institutional arrangement re- 
flects a commitment to a broad set of principles that goes beyond the aims 
and objectives of the particular organization. All regional institutions should 
be expected to conform to and actively promote a normative framework that 
defines appropriate forms of state conduct and spells out the values that are 
to guide the complex relationship between states, markets and civil society, 
on the one hand, and between the national, regional and global tiers of gov- 
ernance, on the other. 

Indeed, RCEP, in brief, is an important and complex issue on an increas- 
ing globalized economy. It requires difficult answers about whether and, if so, 
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how and with whom regional preferential integration should be pursued. To 
make such an assessment, one is required to focus on some of the important 
questions that need to be answered. The issue of costs and benefits will come 
first to mind and whether the formation of regional integration arrangements 
will help to raise or to lower welfare. Then, there is also the debate over the 
virtues and dangers of regional preferential treatment and whether these ar- 
rangements can reinforce or hinder multi-lateral trade liberalization. An- 
swers to these questions have never been easy. As RCEP is about to embark 
on, its own vision of a region-wide free trade arrangement, it is timely to look 
closely at the regional groupings, especially in the post pandemic period. 
This is to ensure that RCEP is well conceptualized to bring about more op- 
portunities for the region, thus is also contributing to the multi-lateral trade 
liberalization and global competition. The key questions are, what the costs 
and benefits of this attempt and what the pay-offs are. This is particularly 
important when one considers additional requirements of “deeper integra- 
tion” in RCEP which hopes to improve welfare for all parties. 
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I. INTRODUCTION 

Brunei is a small sovereign state with an area totalling to 
5,765 square kilometer. In 2019, the population of Bru- 
nei has been reported to be 459,500, comprising 331,800 
Brunei citizens, 33,500 permanent residents, and 94,200 
temporary residents (Department of Economic Planning 
and Statistics, 2020). Brunei is the ASEAN region's sec- 
ond richest country after Singapore with a total GDP per 
capita of BND 18,375 recorded in 2019 (Department of 
Economic Planning and Statistics, 2020). Brunei is located 
in Borneo Island and shares its land border with Sabah and 
Sarawak. The island is divided into three countries, namely 
Brunei, Malaysia, which consists of Sabah and Sarawak, 
and Indonesia Kalimantan. 

Since the 14th century, the country has been under the 
Sultanate, and the present Sultan, the 29th Sultan of Bru- 
nei, is His Majesty Sultan Haji Hassanal Bolkiah Mu’izzad- 
din Waddaulah, who ruled since 1967. In 1929, oil was 
found in Brunei, and since then, the country has changed 
into one of the wealthiest nations in the world producing 
almost 90% of the hydrocarbon output (The Energy Year, 
2020). The hydrocarbon industry contributes about 64% of 
Brunei’s GDP and for non-oil sectors accounting approxi- 
mately up to 46% of the total GDP of 2018-2019 (Wong, 
2020). Oil was found in 1929, and the Brunei Shell Petro- 
leum (BSP) shared the oil profit with the Brunei govern- 
ment by a 50:50 allocation (The Energy Year, 2020). Two 
years later, in 1931, the first oil was exported, and by 1935, 
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Brunei was the third largest oil producer in the British Commonwealth. Bru- 
nei’s total export to Japan is the biggest, which accounted for about 35% of 
total export as recorded in 2018 (The ASEAN Post Team, 2018; Trading 
Economics, 2020). The Brunei Liquefied Natural Gas (BLNG) started in 
1963, while the first LNG was exported to Japan in 1972, and since then, 
Brunei has become an important partner of Japan in the oil and LNG indus- 
try (Embassy of Japan, 2020). 

Brunei, which has been under the British Empire for 95 years (1888- 
1983), gained its independence on the Ist of January 1984. The 1888 Brit- 
ish Protectorate Agreement gave Brunei internal sovereignty in 1959 with 
the proclamation of Brunei Constitution, and Brunei’s external sovereignty 
was returned back in 1984 with Brunei’s independence. Brunei's political 
survival and economic challenges can be extrapolated into three phases: 


I. 

The period of 1888-1905/06 also known as the Pre-Brunei Residential sys- 
tem was connected with the traditional land tenureship system and abol- 
ished during the residential system with a new Land Code System in 1909 
which was introduced by the British. In this period, the power of the Sultan 
only matters on Islamic religion, traditions and Malay customs (McArthur, 
1987). Back in 1890, Limbang was annexed from Brunei territory, and in 
consequence, the Temburong District was isolated for 130 years. Recently, 
just this 17th of March 2020, amid the coronavirus pandemic, the BND 
1.4-billion Temburong Bridge, which is 30 kilometres long, was opened, and 
it connected again to the capital of Brunei (Rasidah, 2020). This is a great 
stepping stone for Brunei to enhance future economic ties with Sabah and 
Sarawak through the Brunei, Indonesia, Malaysia and Philippines East ASE- 
AN Growth Area (BIMP-EAGA) projects. These projects include tourism 
industry, halal industries and the expansion of air linkages (like when Brunei 
had initiated the new routes launched by Royal Brunei in partnership with 
the Malindo Air Malaysia within Borneo connectivity), agri-industries and 
fisheries development in Sabah, and SME projects with Sabah and Sarawak, 
among others (23rd Joint Statement Meeting, 2019). In addition to this, 
BIMP-EAGA benefits from the current bilateral trade relations with China 
under the Belt Road Initiatives (BRI) and is seen to be beneficial to Sabah 
and Sarawak counterparts and with the air connectivity within Borneo it can 
also benefit the BRI initiatives in the near future. Also, the Malaysian coun- 
terparts of Pan Borneo Highway proposal and Indonesia shifting capital to 
Kalimantan vision would boost up those initiatives of BRI and BIMP-EAGA 
in the near future (Bernama, 2019; Parameswaran, 2020; Business Report- 
ing Desk, 2020); 
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II. 

The period between 1906-1959 or Brunei Residential System Period had 
allowed Brunei to restructure its economic and social development, as ad- 
vised by the British. At this period, Brunei had to give up its internal and 
external affairs to the British, and the power of the Sultan had been limited 
to religion, traditions, and customs. During the residential system, Brunei 
was heavily affected by economic depression and pushed the country to loan 
money from Malaya. The loan was settled in 1936, as a result of oil discov- 
ery in 1929. The first British Resident General, who served from 1906 to 
1908, was Malcolm Stewart Hannibal McArthur. He had written a report 
of Brunei in 1904 and stated that Brunei had experienced greater economic 
depression (McArthur, 1987). During these years, McArthur insisted that 
Brunei must establish a residential system and separated from Sarawak and 
North Borneo Company controls (McArthur, 1987). From 1908 onwards, 
Brunei had experienced minimal economic improvement, and fortunately in 
1929, the oil discovery had given the residents a smooth journey to develop 
the country. Alongside the British, in 1953, Sultan Omar Ali Saifuddien III 
(also known as SOAS III, the 28th Sultan of Brunei, ruled 1950-1967) had 
committed to modernising Brunei. He had proposed to the British to develop 
and to restructure modern social development under the First Five Year Na- 
tional Development Plan with a total budget of BND 100 million (McArthur, 
1987). The first NDP of 1953 was focused on social infrastructures such 
as the construction of hospitals, schools, government offices, highways, an 
airport and other government facilities. The proposal was accepted by the 
British, and there was an improvement of infrastructure in the nation; 


III. 

The period between 1959-1983 put Brunei under self-government respon- 
sibilities. This period had commissioned the Sultan to be responsible for 
internal affairs and decision-making for the country, and while the Sultan 
had regained back his power, it was limited to internal affairs. The external 
affairs were still under the British. At this period, Brunei had improved in 
social development but was affected by political turbulences of nationalism 
and democracy amid the Second World War and the Japanese Occupation. 
The oil discovery had heavily affected and deteriorated industries such as 
rice, fishing, and rubber. Initially, this was an early sign of ‘the dutch disease 
and the rentier state’ syndrome in Brunei (Cleary & Wong, 1994; Beblawi, 
1987). In 1959, the great history was made, the Brunei Constitution was 
established between SOAS III and Sir Robert Scott, an official British rep- 
resentative of the British Commissioner General for Southeast Asia, which 
allowed Brunei to establish self-government (Brunei Constitution, 1959). 
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As a result, the power of the Sultan in the constitution was given back. The 
installation of social development continued and provided the citizens with 
a welfare system of free education, free meals at schools, scholarships for 
students to help further their education, free medical services, and a hous- 
ing scheme, among others. The basic economic development continued and 
targeting productivity and economic participation, investments of BND 543 
million for the Second NDP, (1962-1966) and BND 500 million for the 
Third NDP (1975-1979) were reported. The Fourth NDP with BND 2.2 
billion (1980-1984), envisioned the four factors of national development 
as a prerequisite to becoming an independent state such as political factors 
and foreign policy, the consciousness of oil resources, geo-political environ- 
ment and issues of obtaining immigrant workers from neighboring countries 
(Department of Economic Planning and Statistics, 2020). Until 1984, Bru- 
nei had shown that it had overcome its internal challenges and managed to 
develop and fulfill the prerequisites for social and basic economic develop- 
ment. The work of the SOAS III’s in pushing Brunei into a modernisation 
phase and development had been renowned, and a country recognized him 
as the ‘Architect of Modern Brunei or Father of Modernisation of Brunei 
Darussalam. 


Il. GENERAL ECONOMIC AND SOCIAL DEVELOPMENT OF BRUNEI 
DARUSSALAM 
Brunei is neither cursed nor blessed with oil resources (Ross, 2010; Hade- 
nius & Teorell, 2006). However, it has been difficult for Brunei to diversify 
the economy ever since it was applauded in the 5th NDP (1986-1990, to- 
talling to BND 3.7 billion). Besides economic diversification, Brunei strug- 
gles to minimize the side-effects of the oil syndromes of ‘rentier state’ syn- 
drome and ‘dutch disease’ which mostly affected the private sectors as they 
must hire foreign workers into the country. For instance, the Brunei Labour 
Survey in 2017 reported there were 22,510 foreign workers in construction 
and 11,569 in the retail/services industry, which means that foreign workers 
filled almost 25% of private sectors, totalling to 47,490 workers. Between 
2018 and 2019, there was an increase of 12.7% of foreign labour in Brunei 
(Department Of Economic Planning & Statistics, 2019). The scenario is un- 
derstandable because Brunei is expanding into non-oil and gas sectors, and 
foreign workers are needed in the retail/services industries. As recorded in 
2019, the retail and service industries comprise 10% of the total GDP, and 
the construction sector only comprises 0.6% of Brunei total GDP (Trading 
Economics, 2020). 

In 2018 and 2019, the major industries such as manufacturing, construc- 
tion and retail/services have developed steadily and contributed 46% to the 
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total GDP. The long-term plan of NDP (2007-2035) comprising the 9th 
NDP (BND 9.5 billion for 2007-2012), the 10th NDP (BND8.2 billion for 
2012-2017), and the 11th NDP (BND 3.5 billion for 2018-2023) focused on 
attracting Foreign Direct Investments (FDIs) and Multinational Corpora- 
tions (MNCs), supporting locals businesses and Small Medium Enterprises 
(SMEs), improving the business environment, and productivity, among oth- 
ers (Department of Economic Planning and Statistics, 2020). For example, 
the FDIs have improved between 1996 to 2000, comprising 9%-16%, and 
reached its peak in 1999. And then, between 2000-2019, it was a relatively 
constant 5% average (World Investment Report, 2020). However, in 2016 
there was negative FDI due to global oil prices that dropped in 2015. Brunei 
recorded negative growth in 2016 with a 2.5% decline in a GDP (ASEAN 
Post Team, 2018). Currently, the top five countries of FDI sources between 
2000-2019 are the United Kingdom, Netherlands, Hong Kong, Japan and 
Malaysia. It is noted that the one with the highest FDI inflows was the man- 
ufacturing industry totalling to BND 680.2 million in 2017 (Gracia, 2020). 

Back in 2003, the Brunei Economic Development Board (BEDB) was 
established in line with the FDI promotion, and there are four preferred in- 
vestments namely life sciences, agri-business, ICT, and services (Brunei 
Darussalam Reforms Regulations, 2020). So far, besides manufacturing in- 
dustry, agri-business and services have played significant roles in promoting 
FDI. For example, in agri-business, Brunei-China had established an agree- 
ment under the Guangxi Project of Bruneian Company under Wen Zhong 
Agro Science. The Guangxi counterpart under Guangxi Wangwangda Farm- 
ers Company comprises a total of 700 hectares of paddy plantation. Then, 
the second agreement of a joint venture of cage culture was developed with 
Raoping Jinhang Deep Sea Cage Development Co Limited with a total of 
BND 1.45 million (Brunei Darussalam Reforms Regulations, 2020). 

In the services/retail industry, the FDI increased from 2% in 2012 to 32% 
in 2015. The services industry has played a significant role recently, particu- 
larly in tourism where Brunei has placed as the third fastest-growing in tour- 
ist arrivals in Southeast Asia. As of 2019, it was recorded that the total tour- 
ists coming into Brunei were 213,007, with China recording 49,533 visitors 
followed by Malaysia with 50,111 visitors, Indonesia with a total of 20,445 
visitors and the Philippines with 16,971 visitors (Rasidah, 2020; Othman, 
2018). In 2018 and 2019, financial services like the banking industry in- 
creased by 19% from BND45.1 million to BND268.4 million. Other indus- 
tries will become available for Brunei in the near future due to the govern- 
ment initiatives in non-oil industries such as aerospace and defence, 
petrochemical, environmental technologies, and health technologies, among 
others (Brunei Darussalam Reforms Regulations, 2020). The Second Ministry 
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of Finance and Economy added that Brunei is yet to establish a stock ex- 
change and the allocation is part of the package totalling to BND 414 mil- 
lion. Currently, there is BND 21 million allocated to establish Brunei’s stock 
exchange (Hamit, 2020). 

At present, hydrocarbon makes up about 54% of the total GDP. Oil has 
turned Brunei into a modern welfare state and empowered Brunei to have 
strong social and political development. Therefore, in order to sustain and 
prolong the country’s stability in social and economic development, the Wa- 
wasan Brunei 2035, also known as the Brunei Vision 2035, was proclaimed 
in 2007 (Brunei Wawasan, 2035). The Wawasan envisioned Brunei to have 
a more dynamic and sustainable economy and be amongst the world’s top 
ten countries based on GDP per capita by the year 2035. There are three 
other objectives that Brunei must envision aside from the aforementioned. 
These are to accomplish international standards and recognition in educa- 
tion with highly-skilled people, to be in the top ten nations that have a better 
quality of life, and to have a sustainable economy (Brunei Wawasan 2035, 
Department of Economic Planning and Statistics, 2020). 

In realising the Wawasan, Brunei has been working on developing more 
non-oil sectors and also to maintain and strengthen social development 
which has been improving significantly. Based on the international standard 
of living, Brunei’s adaptability to social development is seen to fulfill the in- 
ternational Millennium Development Goals (MDGs) and Sustainable De- 
velopment Goals (SDGs). Brunei has been incorporating both international 
MDGs and SDGs elements into the Long Term Objective of NDPs from 
1986 to 2005 and then again from 2007 to 2035. These made many remark- 
able achievements in many sectors, ranging from education, health, alleviat- 
ing poverty, promoting basic rights to the citizens, healthy environment, nec- 
essary economic development, among others. This can be seen from Brunei’s 
Human Development Index (HDI) for 2018, which was 0.853, rank 30 out 
of 188 countries. The HDI has shown that Brunei has accomplished various 
achievements such as increasing the number of female participation in the 
economy, with a gender gap ranked 88th out of 145 due to female participa- 
tion, a remarkable increase of 4.5% in the gender equality criteria over the 
past years. Brunei has been working on achieving Sustainable Development 
Goals (SDGs), which resulted in reduced infant mortality rates and diseases, 
and improved universal health coverage and diseases. For instance, the Lan- 
cet Medical Journal ranked Brunei 25th out of 188 countries in regard to the 
health progress of SDGs goals (The Lancet Medical Journal, 2020). Cur- 
rently, the challenges of the Wawasan 2035 focuses on improving Brunei’s 
innovation in technologies, education and competitive market. It cannot be 
denied that Brunei is thriving in many economic and social development 
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such as improvement of tertiary institutions, improvement in university 
rankings, and improvement in private sectors and startup business. For ex- 
ample, in 2020, Brunei’s score in ease of doing business was improved from 
69.6% to 70.1%, with a ranking of 66 out of 190 economies worldwide and 
a ranking of 4th in ASEAN countries. This implies that Brunei has actually 
become one of the countries that is easiest to do business with both in 
Southeast Asia and worldwide (Doing Business, 2020; Business BN, 2020). 


Ill. BRUNEI AND MULTILATERAL ECONOMIC COOPERATION 

The exchange notes in 1979 between Brunei and the United Kingdom had 
given Brunei full international responsibility as a sovereign and independent 
small state. During 1979-1983, Brunei was given a five-year plan to prepare 
its independence and foreign policy, which effectively ended on the 31st of 
December 1983. Five years after the exchange notes, Brunei took its full 
sovereign rights in foreign affairs and responsibility to international commit- 
ment. The Ministry of Foreign Affairs was formed right after independence, 
and the earliest step in being part of the international community was to pro- 
mote its foreign policy objectives and principles based on a small state diplo- 
macy formation of mutual respect, non-interference and neutrality (Ministry 
of Foreign Affairs, 2020). 

Brunei’s foreign policy principles consist of maintaining its territorial in- 
tegrity, sovereignty, and independence (Ministry of Foreign Affairs, 2020). It 
envisages Brunei to be known as a small state with a modern welfare state 
and hopes to maintain prosperity in the economic and social well-being of 
the citizens. In order to be part of the international community with a local 
identity, Brunei has to strengthen the continuity of the Malay Islamic Mon- 
archy concept and represent its Bruneian identity at an international level. 
Brunei’s foreign policy has developed steadily at both bilateral and multilat- 
eral cooperation. Since independence, Brunei has been engaging more with 
trade promotion, investment policy and economic and financial negotiations 
at international relations. Moreover, Brunei is currently developing its eco- 
nomic cooperations and has identified a few industries that can be promoted 
through multilateral and bilateral economic relations. Brunei is giving prior- 
ity to developing strong bilateral and multilateral ties in trade and economic 
cooperation with East-Asian Countries. For instance, Brunei has been ac- 
tively involved in the multilateral economic integration of ASEAN Free Trade 
Area (AFTA), Asia Pacific Economic Cooperation (APEC), Brunei Indonesia 
Malaysia Philippines East ASEAN Growth Area (BIMP-EAGA), Regional 
Comprehensive Economic Partnership (RCEP), and Comprehensive and 
Progressive Agreement for Trans-Pacific Partnership (CPTPP), among oth- 
ers. The promotion of economic cooperations through these platforms has 
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changed Brunei’s model of foreign policy evolution into a more entrepre- 
neurial-oriented one which focuses on economic and trade relations. Due to 
this, Brunei has realised that engaging in both multilateral and bilateral re- 
lations is helping the country in dealing with current economic challenges of 
diversification. Brunei can be considered as an emerging small state in terms 
of promoting trade and economic relations resulting in its changing be- 
haviour in foreign policy characteristics. One good example is its growing 
ability to be more pragmatic in diplomatic skills especially in trade promo- 
tion in bilateral and multilateral cooperation. 

In multilateral cooperation, Brunei joined ASEAN on the 7th of January 
1984, becoming the 6th member of ASEAN. This was followed by the coun- 
try’s involvement with the Organisation of the Islamic Conference (OIC) on 
the 14th of January 1984, claiming its spot as the 45th member. Further, 
Brunei has been the 159th member of the United Nations since the 21st of 
September 1984. And then, five years after, in 1989, Brunei became a part 
of the Asia-Pacific Economic Cooperation (APEC). Since APEC, Brunei has 
begun to expand its economic cooperations in the Asia-Pacific region caus- 
ing the achievement of many common goals in economic cooperation and 
the focus to shift on trade and economic promotion. The expansion of Bru- 
nei’s multilateral cooperation continued in the 1990s by the signing of a 
trade bloc agreement under the AFTA on the 28th of January 1992. Followed 
by the 24th of March 1994, Brunei became a member of BIMP-EAGA and 
the World Trade Organisation (WTO) on | January 1995. In the 2000s, Bru- 
nei’s economic partnerships have widened in the area of economic integra- 
tion and cooperations. On the 5th of October 2015, Brunei has participated 
with the Trans-Pacific Partnership (TPP) Agreement along with 12 coun- 
tries, and due to USA’s withdrawals from TPP in the 23rd of January 2017, 
the TPP has changed to CPTPP which was signed on the 8th of March 
2018. The CPTPP, together with the RCEP, which was introduced at the 
19th ASEAN Summit in 2011, can boost Brunei’s economic promotion. It is 
predicted that the RCEP will have a value of USD49.5 trillion (about 39 
percent of total global GDP), with a total of 3.4 billion people. It will also 
become a trading bloc of 16 countries covering the third world’s GDP 
(Choudhury, 2019). Both CPTPP and RCEP can give Brunei a better plat- 
form to promote its economic cooperations and regional integration, while 
also benefiting from trade liberalisation in the Asia-Pacific region (Kumar, 
2019). His Majesty, the Sultan of Brunei, had highlighted some benefits of 
RCEP when he attended the 22nd ASEAN-Japan Summit and the 3rd RCEP 
Summit in November 2019. He restated that the economic growth and re- 
gional integration, particularly to SMEs industries, people-to-people con- 
nectivity and AFTA plus six partners, and speeding up the process of RCEP 
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agreement are beneficial to all members. RCEP will commence in 2020, and 
amid a pandemic, it is still expected to be signed by the end of the year 
(Choudhury, 2019; Borneo Bulletin, 2019). 

Currently, Brunei is the coordinator for ASEAN-Republic of Korea dia- 
logue relations from 2018-2021 and also a coordinator for ASEAN-New Zea- 
land for 2021- 2024. Next year, Brunei will be hosting the ASEAN Chair- 
manship and about BND 2 million has been allocated as a budget for the 
preparation of the chairmanship (Rasidah, 2019). The previous Brunei 
chairmanship was at the 22nd ASEAN Summit in 2013. The joint statement 
of the 9th BIMP-EAGA Summit was also released in the same year. There 
were some highlights of the Brunei Chairmanship in 2013 such as further 
development of trade and investment in ASEAN Non-Tariff Measures, ASE- 
AN Single Window and the promotion of the SME, among others (ASEAN 
Secretariat, 2013). Seven years have passed and Brunei has been actively 
involved in SME and entrepreneurship, i.e. the ASEAN SMEs (established 
in 1995) and Youth Entrepreneurship and Employment (established in 
2013). The BIMP-EAGA also can boost up the SME and Halal industries in 
the region, particularly Brunei relations with Sabah and Sarawak counter- 
parts. For instance, Brunei-Sarawak halal cooperation is beneficial to Brunei 
due to Brunei Halal Certification that has entered the Middle East Market. 
It would further boost the relations between Brunei and Sarawak halal coop- 
erations (Borneo Post Online, 2016). In the Halal SME sectors, the discus- 
sion on SME development on Halal Economy was brought up at the 2019 
BIMP-EAGA. This aimed to educate others about halal industries and entre- 
preneurship (Azhari, 2019). The Halal industry in Brunei has been strength- 
ened. For instance, in 2015, the Bruneian Halal industries were enhanced 
and developed in collaboration with the Brunei Bio-Innovation Corridor 
(BIC) and the Brunei Halal Accreditation. The BIC initiated by the Ministry 
of Industry and Primary Resources (MIPR) collaborated with the Brunei 
Guangxi Economic Corridor (BGEC) and together with the Halal Industry 
Center to promote the halal certification in Brunei encompassing the food 
industries, halal pharmaceutical, and cosmetics, among others (Kasim, 
2016). In 2016, the halal industry contributed to the country’s total revenue 
for about BND 88 million. And then in 2018 and 2019, Brunei was ranked 
15th out of 73 countries in the Thomson Reuters’ Global Islamic Economy 
Report on halal industry, placing Brunei 7th in the halal food sector, and 6th 
in halal pharmaceuticals and cosmetics (Bandial, 2019). 


IV. BRUNEI AND BILATERAL ECONOMIC COOPERATION 
Brunei has developed and strengthened its bilateral cooperation with many 
countries. To date, Brunei has steadily maintained its diplomatic relations 
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with 171 countries, and apart from 171, another 32 separate formal bilateral 
diplomatic relations have been developed. Brunei’s bilateral relations have 
always been under the economic, education and oil-driven trade relations. 
Brunei has worked closely with East Asian countries in developing economic 
cooperation, especially in its joint projects in the oil and gas sector. Current- 
ly, Brunei’s bilateral diplomatic cooperation prioritise the areas of trade and 
investment in non-oil sectors, defence, education, and health. In line with 
the Wawasan 2035, Brunei further strengthened its bilateral relations into 
non-oil sectors, particularly with China, ROK and Japan. For example, 11 
years after Brunei-China bilateral relations were established in 1991, the 
first trade cooperation was formed in 2002, then followed by Brunei-Chi- 
na’s first bilateral free trade agreement, the Consultative Meeting on Trade, 
Investment and Economic Cooperation in 2008. Finally, both countries had 
negotiated with economic traction in 2011, followed by cooperative partner- 
ships in 2013 and 2018 (Druce and Julay, 2019; Luo Chuanyu, 2018). Both 
countries have a mutual understanding of economic cooperation, especial- 
ly in non-oil sectors in construction, retail industries, and manufacturing. 
Trade and infrastructure diplomacy with China allows Brunei to venture 
out some bilateral trade cooperation in textile, ICT goods, construction, and 
food, among others. 

In 2013, China had established its grand strategy of the Belt Road Initia- 
tive (BRI), an international platform with a vision to connect its Silk Road to 
Asia, Africa and Europe to enhance regional integration and encourage eco- 
nomic growth. The BRI gives Brunei-China relations to develop the Bru- 
nei-Guangxi Economic (BGEC), signed in September 2014 at 11th Chi- 
na-ASEAN Expo (CAEXPO). This corridor covered economic cooperations 
of agriculture, maritime affairs, food production, and tourism. In 2015, the 
Minister of Ministry of Primary Resources and Tourism (MIPR) stated the 
BGEC is an agreement worth BND 500 million in Brunei Bio-Innovation 
Corridor (BIC) that can attract more investors from New Zealand and North 
America. In 2016, Nanning-Brunei Agriculture Park was working on the 
Yulin-Brunei Chinese Medicine Park. The mandate of the | 1th China-ASE- 
AN Expo platform in 2014 has strengthened the Brunei-China relations. 
Currently, the Chinese megaprojects in Brunei are all under Guangxi Auton- 
omous Region, namely Guangxi Beibu Gulf Group, Guangxi Ruian Hala 
Food, Guangxi Haiseaton Food Co. Ltd. Then, the Chinese conglomerate 
company, Hengyi Industries, allocated BND 15 billion in oil refinery and pet- 
rochemical plant. This is still the biggest FDI project so far coming into 
Brunei. Currently, this mega-company holds 70:30 shares wherein 70% is 
owned by Hengyi, and 30% is owned by the local company, the Damai Hold- 
ing. This project employs about 400 local Bruneians and 1600 expatriate 
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workers, the majority coming from China. Since this project was developed 
in 2019, it is expected that its contribution to Brunei’s GDP in 2020 will be 
about BND 1.3 billion. In 2018, the trade volume had reached BND 1.8 
billion, an increase of 80% compared to last year’s. As BRI’s interest in oil 
and gas is vast, there is a possibility it can surpass Japan as the first trading 
partner of Brunei soon. 

Secondly, Brunei-Japan relations were established in 1984, and both 
countries have developed a closer relationship in establishing economic and 
industrial ties in the oil and gas sector. In 2007, both countries established 
the Brunei-Japan Economic Partnership that aimed not only to diversify the 
current industry but also to strengthen the LNG businesses. The Mitsubishi 
Corporation was the first company to invest in Brunei, followed by other 
Japanese companies such as Tokyo Electric, Tokyo Gas and Osaka Gas. The 
Brunei-Mitsubishi Corporations have been working closely with the LNG 
sectors since 1972. The LNG business has strengthened the oil relations 
between Brunei-Japan relations for more than thirty years. Both countries 
have expanded the trade among methanol companies namely Mitsubishi Gas 
Chemical Company, Petroleum Brunei and Itochu Corporation since the 
13th of March 2006. This is a mega industrial downstream project with Mit- 
subishi totaling to USD 600 million methanol plant (Brunei Methanol Com- 
pany 2020; Brunei Embassy, 2020). In line with the Wawasan 2035 and in 
downstreaming the oil and gas industries, Brunei has begun to export hydro- 
gen to Japan in December 2019. The hydrogenation plant operation was 
spearheaded by the Advanced Hydrogen Energy Chain Association for Tech- 
nology Development (AHEAD) with Japanese conglomerates such as Mit- 
subishi, Nippon Yusen, Mitsui and Chiyoda Corp. Initially, this project was 
issued in 2014 and was revised in 2016, supported by the Ministry of the 
Energy of Brunei Darussalam (Amu, 2020; Othman, 2020). 

Since 1984, the Brunei-Republic of Korea (ROK) has formally developed 
its bilateral relations. Currently, both countries have played significant roles 
in non-oil and gas sectors such as tourism and education. In 2019, both 
countries signed a joint statement positioning Korea as the second largest 
export market for LNG, a tie that has been developed since 1995, with about 
4.3% of LNG import annually. For the past ten years of the LNG relation, 
the trade volume is believed to surpass | billion per annum (Rasidah and 
Bandial, 2019). In 2019, in commemoration of the 30th Anniversary of the 
ASEAN-ROK Dialogue Relations, both countries had agreed on a separate 
joint statement to enhance their bilateral relations into non-oil and gas sec- 
tors. In the statement, both agreed to collaborate in trade and investment, 
infrastructure, tourism, SMEs, and energy, among others. The ‘infrastruc- 
ture and tourism diplomacy’ had developed significantly when two major 
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projects, both bridges, under the Korean firm Daelim Industrial had been 
finished. The Temburong Bridge, considered the longest in Southeast Asia, 
was the one of the mega projects. There was also an accommodation of di- 
rect flights from Bandar Seri Begawan to Seoul inaugurated in 2017, which 
increases the tourism market from South Korea. As recorded in 2016 and 
2017, there was a significant growth of 145% in the tourism market. In fact, 
between January to October 2018 alone, 7,442 Korean tourists visited Bru- 
nei (Wasil, 2019). 


V. BRUNEI AND ASEAN REGIONAL SECURITY 

ASEAN has been a vital platform for Brunei, particularly for economic in- 
tegration, yet it is also important for Brunei to be part of the regional secu- 
rity cooperation and integration. The region is surrounded by security is- 
sues since the 1970s, especially on maritime disputes, transnational crime, 
human trafficking, transit zone, and humanitarian/refugee’s crisis, among 
others. ASEAN’s principles are built with non-interference, mutual respect, 
territorial integrity, that allow that members to be free from any interference, 
subversion and coercion (ASEAN Secretariat, 2020). In 2015, the ASEAN 
Community was launched with its three pillars, namely Political-Security 
Community, Economic Community (AEC) and Socio-Cultural Communi- 
ty (ASC) (ASEAN Secretariat, 2018). The formation of the ASEAN Politi- 
cal-Security Community (APSC) is depending on the ASEAN centrality of 
member states and their external relations, especially in strengthening peace 
and prosperity in the region. Envisioning ‘ASEAN centrality’ also depends 
on how member states resolve matters and disputes through negotiations 
based on rules-based conduct of the ASEAN Charter (Singapore Institute 
of International Affairs, 2015). Ever since the adoption of the ASC plan of 
action in 2003, the APSC community has evolved and the people-to-peo- 
ple interaction has been the vital key in the ASEAN community promotion. 
The ASEAN community has been discussing many important issues rang- 
ing from good governance, human rights, corruption, and territorial issues, 
among others (ASEAN Political-Security Community Blueprint, 2009; Sin- 
gapore Institute of International Affairs, 2015). 

Aside from the ongoing issues in the South China Sea and its complexi- 
ties, other ongoing regional concerns are on human rights, human traffick- 
ing, child labor, and terrorism, among others. There are struggles with regard 
to human rights but the ASEAN community transparently communicates 
through Track 1.5 and 2 dialogues, which target many issues. These dia- 
logues also help many member states become aware of their challenges then 
give them a platform to learn and take more action on their internal issues 
(Farhan, 2019). In 2010, the formation of the ASEAN Intergovernmental 
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Commission on Human Rights (AICHR) went through many challenges. It 
cannot be denied that the AICHR is often criticised at the international 
community, yet due to pressure and criticism, human rights issues in this 
region have become more transparent and well-discussed. The adoption of 
the ASEAN Human Rights declaration in 2012 empowered ASEAN to be 
more ‘people-centered’ and to be aware of their commitments towards hu- 
man rights issues. ASEAN’s difficulties in handling human rights do not 
equate to this region’s non-adherence to the principles of human rights. In 
fact, these struggles bring the NGOs and CSOs closer, as they need to be 
parts of this process, to share each countries’ difficulties and awareness, and 
to be more transparent on reports, countries’ marker score and statistics 
(The ASEAN Post, 2017). For example, the issues of the refugees’ crisis in 
Myanmar Rohingya over their asylum-seeking have been increasing, i.e. in 
2017 the number of refugees in Thailand reaches about | million, Indonesia 
with about 625,000 refugees, Malaysia with an increasing number of regis- 
tering UNHCR refugees at an estimation of a total 180,000 were reported 
(Human Rights Watch, 2020; Fortify Rights, 2020; Al Jazeera, 2020). Sec- 
ondly, there are the issues of human trafficking in which a majority of Asian 
countries fall under Tier 2 (the government is making efforts but failing) and 
Tier 3 (the governments are not making any efforts over Trafficking Victims 
Protection Acts) (The ASEAN Post, 2020). Thirdly, child labour in many 
parts of the ASEAN countries is also being exposed - child trafficking and 
sexual abuse, among others. In addition, the Child Safety Ranking for ASE- 
AN 2010 reported that Lao PDR was at lowest amongst ASEAN member 
states ranked at 145th out of 176, Cambodia at 120th, Myanmar at 109th, 
the Philippines at 107th, Brunei is at 63rd, Malaysia at 71, with the excep- 
tion of Singapore ranking as the 1st (The ASEAN Post 2019; Human Rights 
Watch, 2018). 

At the expense in promoting people-to-people interaction amongst ASE- 
AN member states in tackling traditional and non-traditional security threats, 
the ASEAN centrality is also being criticized over multilateralism, political 
consciousness on the rise of China and ASEAN leadership in the regional 
architecture (Center for Strategic and International Studies, 2011; Dalpino, 
2019). With the consciousness over ASEAN Centrality, people-to-people in- 
teraction and the ASEAN way, Brunei has been actively involved in the re- 
gional security matters in ASEAN Plus Three, ASEAN Regional Forum and 
East Asian Summit. Brunei has played an important role in the ASEAN Dec- 
laration on Transnational Crime, and some were even initiated by Brunei in 
the past. Brunei also involved in combating terrorism and maritime security 
and strengthening its infrastructure for maritime security and recently been 
involved in a joint military exercise with the USA, Singapore, the UK. With 
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the rise of radicalisation and violent extremism in the region, Brunei raised 
the said issues at the 2nd Special ASEAN Ministerial Meeting in 2017. As a 
result, Brunei committed to promoting capacity building and joint exercises 
such as joining the ASEAN Defence Ministers’s Meeting (ADMM), collabo- 
rating with Disaster Management Order established in 2006, and giving as- 
sistance to several countries with the ASEAN Center for Humanitarian As- 
sistance. In this regard, Brunei has sent Humanitarian Relief Fund to several 
countries in ASEAN such as the Philippines, Cambodia, Indonesia and 
Myanmar. Since October 2004, Brunei has committed to the peacekeeping 
mission in Mindanao under the International Monitoring Team led by Ma- 
laysia delegate (Ministry of Foreign Affairs Brunei, 2020). 

At bilateral defence cooperation, Brunei has been under close defence 
relations with Singapore, the UK and USA. Brunei-Singapore defence rela- 
tions have been developed with more than 40 years of cooperation, as both 
have been working on enhancing their security challenges, money launder- 
ing, and terrorism financing, among others. Secondly, Brunei-UK defence 
relations had developed since 1962 to this day, with the UK military pres- 
ence protecting Brunei. In February 2020, both countries have signed the 
exchange of letters in defence cooperation in dealing matters on trade, cli- 
mate change and the future of the ASEAN-UK relations, i.e. in discussing 
the plan of action of post Brexit. 

It cannot be denied that the USA is one of the important key players in 
South East Asia ranging from regional security, terrorism, maritime disputes 
to the South China Sea disputes. Therefore, Brunei-US relations are one of 
the most important ties in various cooperation and most importantly, in de- 
fence cooperation. Historically, the relations dated back in the 1850s under 
the Treaty of Peace, Friendship, Commerce and Navigation and after coloni- 
sation, it formally established bilateral relations in March 1984 (Ministry of 
Foreign Affairs, 2020). Ten years after formal diplomatic relations, both 
countries developed the first MOU on Defence Cooperation in 1994, and 
since then, both have been involved in the defence military exercise and 
share a commitment to issues such as trade, security and regional coopera- 
tion and developments (Parameswaran, 2019). 

For years 2020-2021, Brunei had presented about BND 606.02 million in 
the defence budget, with an increase of 0.27% from 2019-2020 (Rasidah, 
2020). This year’s budget is to strengthen the country’s defence at the na- 
tional level such as the setting up of the cyber defence unit, defence foreign 
policy, i.e. geopolitical tensions, pandemic and maritime issues. Though 
Brunei is facing current economic challenges due to the volatility of oil pric- 
es, Brunei still proposes BND 5.86 billion for the 2020-2021 financial year. 
With a budget deficit of BND1.47 billion and amid COVID 19, Brunei is 
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boosting its investment activity totaling to BND 81.9 million, facilitating 
business totaling to BND 19.07 million, Employment and Capacity building 
of BND 48 million, and COVID 19 outbreak for about BND15 million un- 
der natural disasters and disease control, among others (Rasidah, 2020, 
Parameswaran 2019). Indeed, Brunei has become one of the smallest but 
most prominent countries in the region in regard to its participation in the 
regional cooperations and its ability to practice its foreign policy principles 
of non-interference, mutual respects and neutrality. Without a doubt, Bru- 
nei has begun to explore more on economic opportunities in ASEAN and 
beyond, and learn more about its openness in economic liberalisation. With 
this in mind, it is believed that Brunei can deliver its Wawasan 2035 and be 
able to sustain and diversify its non-oil gas sectors. Although it will be a chal- 
lenge for Brunei, with some adjustment in its foreign policy behavior, Brunei 
will be able to adapt to these challenges and difficulties and be part of re- 
gional and international cooperation. 
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|. INTRODUCTION 

Under the paramount leadership of Cambodia’s 
strongman, Prime Minister Hun Sen, Cambodia’s me- 
dium-term goal is to become an upper middle-income 
country by 2030. A long-term strategic plan to shift 
Cambodia’s economy from labour-intensive to tech- 
nology-based industry to avoid the middle-income trap 
was spelled out in the government’s 2015 Industrial 
Development Policy (Council of Ministers, Industri- 
al Development Policy, 2015). Hun Sen’s grand eco- 
nomic vision is to turn Cambodia into a high-income 
country by 2050. To attain this goal, Cambodia needs 
to overcome key hurdles to its development especially 
infrastructure issues (such as electricity, rural trans- 
portation, and water sanitation), the limitations of 
human resources (the lack of knowledge based and 
skilled workforce) and weak industrial foundation. On 
July 11, 2019, Hun Sen unveiled his government’s Na- 
tional Strategic Development Plan 2019-2023 for the 
implementation of the Rectangular Strategy Phase IV 
to “gain high benefits from ASEAN Economic Integra- 
tion and to move from Lower-Middle-Income Country 
to an Upper-Middle-Income Country in 2030, and to 
contribute to achieving the Cambodian Sustainable 
Development Goals 2016-2030” (National Strategic De- 
velopment Plan 2019-2023). However, the two crises 
in 2020—that is the Covid-19 pandemic and great 
flooding during the rainy season in 2020, suddenly 
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KOSAL PATH 


created a series of socio-economic crises that required the Cambodian gov- 
ernment to make a number of major adjustments to its economic strate- 
gies in the short and medium terms. This chapter begins with the economic 
impacts of the pandemic, documented the Cambodian government’s major 
interventions, outline Cambodia’s post-Covid 19 economic strategies, and 
concluded with my analysis of the implications of Cambodia’s 2021 econom- 
ic crisis and recovery plan on Cambodia’s political and security relationships 
with China and Vietnam. 


Il. ECONOMIC IMPACTS OF COVID-19 

The Covid-19 global pandemic has inflicted a significant toll on Cambo- 
dia’s economy with a net negative growth of -3.1 percent in 2020 after hav- 
ing projected a net positive growth of 7 percent a year earlier (Ministry of 
Economy and Finances’ 2021 report). By the government's own assessment, 
Cambodia’s economic crisis borne of the pandemic will delay Cambodia's 
goal of achieving a higher income country status in 2030 by at least five years 
(Vongsey’s speech, January 27, 2021). It has precipitated economic stag- 
nation, caused a sharp drop in foreign direct investment, and lowered the 
living standard of a large portion of the nation’s over 16 million population. 
It total economic devastation remains too early to calculate in early 2021 
because like most countries in the world, Cambodia is still in the midst of 
the pandemic. Three major sectors namely tourism, garment, and construc- 
tion and real estate were heavily hit by the pandemic. Tourism is the most 
affected sector with a net negative growth of -36 percent in 2020; six million 
tourists visited Cambodia in 2019, but Cambodia received only 1.3 million 
visitors in 2020, dropping by 80 percent. Garment industry dropped from 
6.6 per cent in 2019 to -6.4 in 2020 mainly because the demand for clothes 
in the European Union and the United States decreased significantly, and 
the Cambodian government’s Covid-19 related restrictions also decreased 
significant production. The growth of Cambodia’s construction sector also 
dropped from 20 percent in 2019 to — 2.4 percent in 2020 due to a sharp 
drop in FDI and consumers’ demand; the growth in Cambodia’s real estate 
sector dropped from a net positive 7 percent to — 4.5 percent in 2020. The 
growth of Cambodia’s agricultural sector dropped from the projected 19 per- 
cent in 2019 to 0.5 percent in 2020. Cambodia also saw a precipitous drop 
in FDI from a net positive 14 percent to -12.3 percent in 2020. FDI was a 
major driver of Cambodia’s economic growth for the past decade, accounting 
for 12-13 percent of the country’s GDP (Chheang, 2021), and will continue 
to be a vital factor for Cambodia’s economic recovery in the post-pandemic 
years. This economic crisis has posed a number of major socio-economic 
challenges for the Cambodian government to overcome in the intervention 
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and recovery phase in 2021-2025. I will discuss those challenges in further 
detail below. But from Phnom Penh’s perspective, why did Cambodia's eco- 
nomic performance fare worse than its fellow ASEAN members in a similar 
economic ranking? 

By comparison to Vietnam, Laos, and Myanmar in the same lower-in- 
come group of the ASEAN community, Cambodia’s economic growth 
dropped to — 3.1 while the net growth of other three fellow ASEAN mem- 
bers’ GDP remain positive. In 2020, Vietnam was one of the few countries to 
record net positive growth at 2.9 percent after Taiwan but beating China 
despite the pandemic (Samuel, February 5, 2021). In Phnom Penh’s view, 
Cambodia’s economy was hit harder because of the greater exposure of Cam- 
bodia’s economy to external shocks. Prior to Covid-19, Cambodia’s exports, 
tourism, and foreign direct investment (FDI) accounted for 45 percent, 18 
percent, and 13 percent of its GDP respectively, but Cambodia’s negative net 
growth of —3.1 more or less matches the average negative net growth of the 
entire ASEAN countries estimated at —3.3 percent. Vietnam and Laos were 
able to successfully contain Covid-19. While Laos’s economy is less exposed 
to global trade, its tourism industry does not make up a significant portion of 
its GDP. Laos was able to export its electricity surplus and gold to offset 
some of its export decline in 2020. In 2019-2020, Vietnam was able to at- 
tract huge FDI, and its domestic investment was much stronger than that in 
Cambodia (Vongsey’s speech, January 27, 2021). 


Ill. GOVERNMENT INTERVENTIONS 

The government has adopted a set of three-stage economic strategies in re- 
sponse to the devastating impacts of Covid-19 global pandemic: (1) survival, 
(2) reforms, (3) resilience (January 27, 2021). At the survival stage, the gov- 
ernment will first focus on crushing the Covid-19 virus in Cambodia so that 
it can fully open up its economy. First, the government is set to begin rolling 
out its nationwide vaccination plan on February 10, 2021 with the first batch 
of 600,000 doses of China-donated Sinopharm vaccines (The Straitstimes, 
February 2, 2021). This all-out campaign to vaccinate 80 percent of the pop- 
ulation (10 to 13 million people) is going to be the most important priority 
for all concerned authorities from the central government to the district 
level. The success of this campaign is going to key to economic recovery es- 
pecially for the country’s most severely affected tourism industry. Second, on 
May 24, 2020, Prime Minister Hun Sen issued a directive to roll out a plan 
to give cash to poor people and those groups of citizens most vulnerable to 
Covid-19. For instance, from May to November of that year, the government 
distributed three rounds of cash relief totalling 135.49 million US dollars 
to 674,146 households with a total of 2,676, 740 people including 236,899 
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children (aged 0-5), 316,286 senior citizens above 60 years old, and 59,647 
disabled people (Ministry of Social Affairs, Veterans and Youth Rehabilita- 
tion, November 24, 2020). The Ministry of Labour and Vocational Training 
provided 49 rounds of cash relief to employees in the garment industry in 
the amount of 40 US dollars per month for those who temporarily lost their 
jobs due to Covid-19 (Ministry of Labour and Vocational Training, Febru- 
ary 4, 2021). By the end of January 2021, the government has completed 
seven rounds of such cash reliefs. Third, the government also intervened to 
support of some struggling but viable businesses that have the potential to 
grow after the pandemic is over. In this survival phase, the government has 
mobilized its available resources, most importantly the state savings of over 
3 billion US dollars, to survive the economic impacts of this global pandemic 
till 2023. According to Vissoth Vongsey, the Minister Attached to the Prime 
Minister and Secretary of State at the Ministry of Economy and Finance, 
the government had planned to use 1.6 billion USD for Covid-19 reliefs in 
2020, but in actuality the government only spent 823 million USD for the 
entire year’s intervention package, leaving enough cash on hand to be used 
for continued Covid-19 relief programs in 2021-2023; Cambodia is one of 
the few countries in Southeast Asia emerging from the global pandemic with 
a strong record of successfully managing Covid-19 (Public Forum, January 
27, 2021). Cambodia’s successful containment of Covid-19 virus is attribut- 
ed to (1) Hun Sen’s authoritarian but competent leadership; (2) timely in- 
terventions (3) 7 rounds of cash distribution to the affect groups and poor 
people); (4) active participation of the Ministry of Health, local authorities, 
and Cambodian people, (4) social capital, i.e. the financial contributions of 
Cambodian tycoons ranging from | to 3 million USD each and small dona- 
tions by concerned citizens. As of January 2021, the government received 
57 million USD to purchase Covid-19 vaccines and to address the adverse 
effects of a major flooding in 2020. As to why the government was able to 
save such a huge amount of fund for relief programs over the next three 
years, Vongsey also pointed to Cambodia’s ability to guarantee food securi- 
ty in 2020; Cambodia’s agricultural sector was and remains strong. Before 
Covid-19, the agricultural sector was predicted to grow by 19 per cent, but 
the pandemic caused this sector’s growth to significantly drop to 0.5 per 
cent. However, Cambodia did not suffer from food insecurity in 2020. 
Second, along with the survival strategy, the government is continuing its 
structural reforms with specific focus on competitiveness and diversification 
of Cambodia’s economy. The direct devastating impacts of the pandemic on 
Cambodia’s three crucial sectors, tourism, garment, and construction and 
real estate have revealed significant risks of Cambodia’s economic structure 
which overwhelmingly still relies on few economic sectors like tourism and 
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garment industries. Cambodia needs to build two other economic lifelines, 
i.e. agricultural and industrial (manufacturing) sectors. The main lesson 
Cambodia has learned from this global pandemic is that countries that main- 
ly rely on strong agricultural and industrial foundations can recover faster 
than those that heavily depend on the service sector (Vongsey’s speech at the 
Public Forum on January 27, 2021). Cambodia’s eastern neighbour Vietnam 
is an example of that. Vietnam is the only country in Southeast Asia that has 
achieved 2.9 economic growth while the entire ASEAN economic growth 
dropped to — 3.2 per cent in 2020. 

Cambodia’s FDI dropped significantly in 2020, and it remained not as 
competitive as Vietnam in terms of its ability to attract foreign direct invest- 
ment that moved to Southeast Asia due to the intensified trade war between 
China and the United States. Since Hun Sen’s “Win-Win” policy in 1998, 
Cambodia has been in total peace, the ruling party under Prime Minister 
Hun Sen’s leadership is pro-business and has elevated reformists and tech- 
nocrats to the policy-making level. And these reformists have increasingly 
pushed for deeper institutional reforms. For foreign investors including the 
Chinese, endemic corruption remains one of the major problems in doing 
business in Cambodia. It increases the operating costs of foreign firms in the 
forms of illegal fees and local opposition to the government-approved proj- 
ects (Hu et al. 2019, p. 189). The biggest risks for foreign investors are po- 
litical instability and corruption. Cambodia needs to expedite its reform pro- 
cesses, enhance its political unity and stability, and seriously combat 
corruption, nepotism, and impunity to social injustice. Evidently Cambodia 
is closely watching Vietnam’s economic success. In May 2020, Deputy Prime 
Minister and Minister of Foreign Affairs and International Cooperation Prak 
Sokhonn asked a Phnom Penh-based think thank, Asian Vision Institute, to 
provide an analysis of Vietnam’s economic success, and assembled a team to 
focus on Cambodia’s economic diplomacy. Vietnam’s success in attracting 
foreign investment is significantly attributed to General Secretary of Com- 
munist Party of Vietnam Nguyen Phu Trong’s anti-corruption success, and 
he was rewarded the third term (a special case given his retirement age and 
the two-term limit) during the 13'* Party Congress in early February 2021. 

To increase Cambodia’s competitiveness, the government has adopted the 
2021 New Investment Law (come into effect in April) to make is much eas- 
ier to do business in Cambodia. This new law is different from the 1994 In- 
vestment Law on a few respects. First, with this new law, the government 
seeks to eliminate illegal fees, under-the-table bribery, and other bureaucrat- 
ic red tapes. These rent-seeking practices have increased the operational 
costs of foreign investors in Cambodia. Second, this new law will further 
slash government regulations to facilitate investors’ business operations and 


225 


DR © 2022. Universidad Nacional Aut6noma de México-Instituto de Investigaciones Juridicas 


Esta obra forma parte del acervo de la Biblioteca Juridica Virtual del Instituto de Investigaciones Juridicas de la UNAM 
www. juridicas.unam.mx Libro completo en: 
https://biblio.juridicas.unam.mx/bjv https://tinyurl.com/4y8m6zcc 


KOSAL PATH 


significantly lower the costs of factory construction. For example, a five-star 
hotel investor would enjoy as a special incentive package that includes tax- 
free import of all materials for the input of this project; in the past, every 
item had to be inspected and approved, creating a cumbersome process that 
caused bureaucratic bottlenecks and a boon for government officials to de- 
mand bribery. Third, this new investment laws will focus on technological 
transfer and improve working environment for Cambodian workers. It will 
incentivize private companies to invest in brining advanced technology and 
create a better working environment for Cambodian workers; for instance, 
investors will get 150 USD as their tax-related expense when they only spend 
100 USD to upgrade its company’s technology, or train employees in operat- 
ing high-tech equipment, or build a childcare facility for its employees (Phan 
Phalla’s speech at the Pubic Forum, January 27, 2021). In short, this new 
investment law is written to not only sweeten the pot to attract foreign in- 
vestment but also directly offer special incentives for investors to update 
technology and up-skill Cambodian workers with a vision towards transform- 
ing Cambodia’s low-tech economy into a digital economy in 2030-2035. 
Hence, this new law is designed to create a more favourable environment for 
business and investment and to attract more FDI, especially manufacturers 
that are relocating to the ASEAN region. 

Third, building economic resilience is going to be a priority as Cambodia 
is deeply integrated into the global economy and therefore more exposed to 
external shocks. To build Cambodia’s economic resilience, the Cambodian 
government has drawn up a four-pronged strategy. First, to address future 
crises like this global pandemic, according to Visotth Vongsey, the Cambodi- 
an governance must be “stronger, more effective, smarter (technology-em- 
powered administration), and cleaner (transparency and accountability)” 
(Vongsey’s speech, January 27, 2021). Evidently, reformists and other eco- 
nomics-minded officials within Hun Sen’s ruling party have been frustrated 
about the endemic corruption in Cambodia, and they have fired another 
warning shot that, if the ruling party leadership does not seriously combat 
this corruption, Cambodia will continue to lag behind other ASEAN mem- 
bers in attracting foreign direct investment. This time, such a failure will 
have serious consequences on post-Covid 19 economic recovery, and the 
legitimacy of the ruling party. Thus the Hun Sen government has a huge 
political stake, if not political will, in waging a war on Cambodia’s deeply 
rooted corruption as part of its institutional reforms over the next five years. 

Second, diversification of Cambodia’s economy is a necessity to build up 
new economic lifelines to offset economic impacts of any regional or global 
crises (e.g. a war over the South China Sea dispute or a trade war between 
China and the United States, or a future global pandemic like Covid-19). In 
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addition to the three major industries, i.e. garment, tourism, and construc- 
tion and real estate which drove Cambodia’s economic growth, Cambodia is 
to focus on two other major sectors: agriculture and industry. The full poten- 
tial of Cambodia’s agriculture is huge but under-exploited and under-devel- 
oped due to the lack of market and poor transportation in the rural area. On 
the contrary, Cambodia’s industry remains weak, and needs to be more com- 
petitive in attracting the kind of foreign investors who not only wants to 
build up its manufacturing base in Cambodia and export to the West, but 
also use advanced technology to develop green economy in Cambodia. 

Third, the Cambodian government aims at accelerating the development 
of Cambodia’s human resources to meet the above-mentioned demands of 
Cambodia’s digital and technology-based economy. The Cambodian govern- 
ment is poised to invest more in education, public health, and social safety 
nets as well. In the area of education, the government needs to invest heavily 
in its efforts to re-skill and up-skill Cambodia’s workforce so that they can 
transfer employment from one sector to another easily. The Covid-19 crisis 
has exposed the vulnerability of Cambodia’s public health and underscored 
the importance of building social protection for Cambodia’s workforce. 
Fourth, in addition to the success in tax collection, the government is to re- 
adjust its tax policy to an optimal level to support economic recovery efforts. 
The government has planned to borrow much more to invest in targeted 
projects like major infrastructure (roads, bridges, and airport) and power grid 
to provide more incentives to attract new foreign investors. The construction 
of major infrastructure projects is under way; those include the Siem Reap 
International Airport and second international airport in Phnom Penh; the 
construction of the Phnom Penh-Sihanouk express way with a price tag of 2 
billion USD started in 2019 is expected to be completed by 2023, the latest. 
When completed, this expressway will connect nation’s capital to its main 
seaport and the Sihanouk Special Economic Zone and pass through Kam- 
pong Speu province where a mega Chinese agriculture investment project 
bearing the status of a special economic zone worth 2 billion US dollars is 
located (Po and Primiano 2020, p. 453). The government expects that these 
projects would turn Cambodia into a transportation hub in China’s Maritime 
Silk Road. 

Fourth, financial resilience is also very important. Seven years ago, the 
Cambodian government began its saving scheme, and claimed to have saved 
over 3 billion USD as a buffer to deal with national emergencies. Since 
Cambodia is a USD based economy, the Cambodian government has planned 
to shift its reserve currency from US dollar to Chinese renminbi because it 
believes that China’s economy is likely to surpass the U.S economy during 
the next decade; when that happens, Chinese renminbi will be an interna- 
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tional reserve currency. Phnom Penh’s leaders are increasingly concerned 
about the devaluation of US dollars due to the U.S. government’s dumping 
more U.S. dollar supplies into its economy, and they believe that Chinese 
currency is becoming more stable and can facilitate economic transactions 
as Cambodia’s trade with China has been increasingly deepened. 

The Cambodian government is poised to borrow more loans because it 
believes that Cambodia’s debt to international creditors, estimated at over 30 
per cent of the country’s DGP in 2020, remains healthy. According to a pub- 
lically available record of the Ministry of Economy and Finance, Cambodia’s 
debt to international creditors in 2020 was nearly 8.6 billion USD, of which 
Cambodia’s debt to China accounts for 45 percent, and the debt has in- 
creased to over 10 billion USD in 2021, doubling the country’s debt to inter- 
national creditors since 2015 when Cambodia’s debt was just over 5.6 billion 
US dollars in 2015 (Ministry of Economy and Finance 2021). Cambodia will 
shift from the World Bank to the Beijing-based Asian Infrastructure Invest- 
ment Bank (AIIB) as its major creditor because the AIIB can offer signifi- 
cantly lower interest rates (Vongsey’s speech, January 27, 2021). In addition, 
the government is planning to create a system of sovereign bonds to enable 
the government to borrow more from domestic creditors. 


IV. ECONOMIC STRATEGIES IN THE POST-COVID 19 ERA 
Under Hun Sen’s leadership, Cambodia’s economic and international vision 
for 2020-2030 prioritizes two closely intertwined goals of peace and eco- 
nomic modernization. A peaceful regional environment is crucial for Cam- 
bodia’s economic priorities in the three critical-need sectors: infrastructure, 
energy, and digital connectivity and economy (Sim, 2020, pp. 1-12). Since 
Hun Sen put an end to the civil war in Cambodia through his national rec- 
onciliation in 1998, dubbed the “Win-Win” policy, he has carried out sus- 
tained market reforms, solidified the foundations of economic development 
and poverty reduction over the past three decades. Cambodia achieved an 
impressive average annual growth rate of over 7% during the 1998-2019 
period, and attained a lower middle-income status in 2015. According to the 
Ministry of Finance and Economy’s 2021 budget law, Cambodia’s poverty 
rate was reduced from 47.8% in 2007 to below 10% in 2019. Cambodia’s 
labor productivity growing from $474.20 in 2005, to $1,269.90 per person 
in 2016, to nearly US$1,700 in 2019 (Hu et al., 2019, p. 180). The labour 
costs in Cambodia remain the lowest among ASEAN countries with a min- 
imum legal wage set at US$170 per month in 2018. These are good assets 
for foreign investors. 

The post-Covid 19 era, the Cambodian government is planning to grasp 
three important opportunities to put its economic vision on track to become 
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an upper-middle income country by 2035. The first and most important op- 
portunity is China’s outbound investment, propelled by China’s continued 
economic growth. As China’s economy has rapidly shifted from labour-inten- 
sive manufacturing toward high technology based economy by 2030, Phnom 
Penh anticipates that Cambodia as China’s closest ally will absorb a large 
chunk of China’s investment in labour-intensive manufacturing in Cambo- 
dia. Sihaboukville will draw huge Chinese investment because Cambodia 
has already invested in building up the infrastructure (seaports, roads, an 
international airport, and the Sihanoukville Special Economic Zone) in this 
coastal province. Thus Sihanoukville has a huge potential for developing 
Cambodia’s industry. The China-Cambodia FTA signed in August 2020 is 
expected to provide a huge and favourable market for Cambodia's agricultur- 
al products (Vongsey’s speech January 27, 2021). Also the Cambodia-South 
Korea Free Trade Agreement to be signed in 2021 will present another huge 
market for Cambodia’s agricultural products and draw Korean investment 
into Cambodia’s labour-intensive manufacturing sector. The Cambodian 
government expects to benefit from Cambodia’s access to the US’s market 
over the next five years. In 2020, the United States already surpassed the 
European Union as the largest market for Cambodian’s non-garment prod- 
ucts especially bicycles and furniture. Third, at the multilateral level, the 
signing of the Regional Comprehensive Economic Partnership (RCEP) in 
November 2020 will enable Cambodia to expand its market beyond the ASE- 
AN Free Trade Area (Vongsey’s speech, January 27, 2021). 

Mostly recently, the Cambodian government has tasked its diplomatic 
corps to do economic works. The Minister of Foreign Affairs and Interna- 
tional Cooperation (MFAIC) Prak Sokhonn has recently shifted from Cam- 
bodia’s traditional diplomacy to economic diplomacy strategy (EDS) to pro- 
mote international trade, attract foreign direct investment, tourism, cultural 
and sports exchanges (MFAIC, 2021, p. 5). Cambodia’s diplomatic corps will 
be trained to streamline and empower economic diplomacy practices. This is 
unprecedented in Cambodia’s diplomatic history, but certainly not without 
precedence in Southeast Asia. The Cambodian foreign policy establishment 
needs to look no further than its eastern neighbour, Vietnam. Since econom- 
ic reform and opening in 1986, dubbed doi moi (renovation) policy, Viet- 
nam’s economic diplomacy under the leadership of the Vietnamese Commu- 
nist Party has brought about impressive economic growth, affirming the core 
belief of the ruling Cambodian People’s Party (CPP) that the authoritarian 
stewardship of a one-party state can ensure political stability and succeed in 
economic development. Economic development is key to maintaining the 
continued rule by the CPP. 
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V. IMPLICATIONS FOR CAMBODIA'S POLITICAL 

AND NATIONAL SECURITY 

As a small state sandwiched by two bigger and more powerful neighbours, 
Vietnam and Thailand, Cambodia’s central concerns about self-determina- 
tion, economic resilience, and physical survival are inevitably tied together 
in one overarching question of security. Under Prime Minister Hun Sen’s 
leadership, Cambodia's core national interests are defined in terms of the 
closely intertwined duality of peace and economic development which would 
in turn increase the popularity of the ruling party. Domestic and region- 
al peace is the necessity for Cambodia’s economic development. To ensure 
Cambodia’s peaceful relations with its ASEAN member states, the ruling 
party emphasizes strict adherence to the principle of non-interference in the 
internal affairs of any ASEAN members, and peaceful resolution of conflict 
through dialogue and negotiations at the regional level (Sim 2020). From the 
perspective of the ruling party, in stark contrast to Western powers’ human 
rights-conditioned aid, China has provided all-out assistance for Cambo- 
dia’s economic development and military modernization without interfering 
in Cambodia’s internal affairs. However, critics have warned that Cambo- 
dia’s overdependence on China will further undermine Cambodia’s self-pro- 
claimed neutrality and risk entangling Cambodian in China’s future conflict 
with the United States in the South China Sea. Nonetheless, in Hun Sen’s 
calculation, the benefits of Cambodia’s bandwagoning with China’s rise far 
outweigh such risks down the road. Hun Sen’s fervent critics have labelled 
him as Hanoi’s puppet since the day he escaped from Pol Pot’s purges to 
seek the Vietnamese assistance on June 20, 1977, and now as Beijing’s most 
faithful client (Hutt, 2016). After having secured China’s full backing, he re- 
sponded in 2016 to the “betrayal” narrative widely articulated on social me- 
dia by some Vietnamese chauvinists: “Vietnam is not my boss” (Lay 2016). 
China’s growing influence in Cambodia, especially China-funded seaports 
and an international airport in Sihanoukville and Koh Kong, has alarmed 
Hanoi’s foreign policy strategists about Beijing’s military use of these physi- 
cal infrastructures in a future Sino-Vietnamese armed conflict in the South 
China Sea. Deputy Director of the Institute for Foreign Policy and Strategic 
Studies under the Vietnamese Ministry of Foreign Affairs Tran Viet Thai 
warned his government that the Chinese did not invest heavily in the con- 
struction of several ports of Cambodia such as those in Sihanoukville and 
Koh Kong out of generosity toward Cambodia. He further argued that the 
Chinese have invested massively in Sihanoukville and Koh Kong because 
these are strategic locations and the sea ports lie on China’s fourth strate- 
gic line of defence from the Bay of Bengal to the Gulf of Thailand passing 
through the China-proposed 135-kilometer-long Kra canal of Thailand (Tran 


230 


DR © 2022. Universidad Nacional Aut6noma de México-Instituto de Investigaciones Juridicas 


www. juridicas.unam.mx 
https://biblio.juridicas.unam.mx/bjv 


2020). Yet, Hun Sen has never ceased to amend personal and traditional ties 
with Hanoi’s leaders. For example, on official visits to Vietnam, Hun Sen 
always visited General Le Duc Anh, who played a central role in training 
and building the armed forces of the People’s Republic of Kampuchea in the 
early 1980s. Hun Sen counselled his son, General Hun Manet, whom he 
has groomed to succeed him as Cambodia’s next prime minister, to visit the 
Vietnamese general whenever he visited Vietnam (Thach Thong’s interview 
with Hun Sen in 2018). Most recently, in his capacity as the President of 
Central Youth of the CPP, Hun Manet sent a letter on January 15, 2021 to 
First Secretary of the Ho Chi Minh Communist Youth Union Nguyen Tuan 
Anh. In this letter, he wrote: 
“Speaking of Cambodia-Vietnam ties, I took note with satisfaction of the 
progress in the bilateral relations that have been guided by the golden words of 
‘good neighbourliness, traditional friendship, comprehensive and long-term 
cooperation.’ Our relations have stood the test of times thanks to the close and 
cordial personal ties between leaders from different generations of the 
Cambodian People’s Party and CPV. This is the great cross-generational asset 
that young generations of our two parties shall treasure for the sake of peace, 


prosperity, and shared benefits” (Hun 2021). 


While the ruling party’s leaders have made concerted efforts to maintain 
peace and cooperation with its traditional ally Vietnam, they see China as 
Cambodia’s trustworthy and indispensible great power ally. Chheang Van- 
narith, who is an expert on Cambodia’s foreign policy at the Phnom Penh- 
based Asian Vision Institute, argues: 

“Deep political trust, strategic convergence, and common economic interests 

are the foundations of the bilateral relationship and the key factors that have 

formed Cambodia’s positive perceptions, particularly among governing elites, 

towards China’s foreign policy initiatives. Cambodia has fully embraced 

China’s proposed Belt and Road Initiative, which is believed to assist 

Cambodia in developing its infrastructure and strengthen its economic 

competitiveness. In this connection, economic rationale best explains 


Cambodia’s perception and approach towards China.” (Chheang 2020). 


Similarly Leng Thearith argued that the ruling party's economic agendas 
largely droved its bandwagoing with China’s Belt and Road Initiative (BRI); 
he also contends that Cambodia’s embrace of China’s BRI has also helped 
Hun Sen undercut the popularity of his political nemesis, Sam Rainsy, the 
leader of the Cambodian National Rescue Party (CNRP), after the latter had 
a huge gain in the 2013 national election. The CNRP has long accused Hun 
Sen of being “a Vietnamese puppet” and effectively used this narrative to 
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undermine Hun Sen’s nationalist identity as the saviour of Cambodian peo- 
ple from Pol Pot’s genocidal regime and popular support. Leng observed: 
“Forging close ties with Beijing may prove that the CPP is not subordinate to 
Hanoi” (Leng, 2019, p. 250). Yet, others analysts—and I agree—see the Si- 
no-Cambodian comprehensive partnership is rooted in a deeper convergence 
of economic-security interests in this asymmetrical alliance. Among others, 
Po Sovinda and Christopher Primiano pointed out four main drivers of Cam- 
bodia’s bandwagoning towards China: (1) the survival of the Hun Sen’s re- 
gime; (2) China’s massive economic rewards for Cambodia; (3) an insurance 
against the Vietnamese threat; (4) the ineffectiveness of ASEAN to solve the 
Thai-Cambodia border dispute (Po and Primiano, p. 457). The security ex- 
ternality of Cambodia’s deep economic relations with China explains why 
the ruling elites in Phnom Penh see Cambodia’s overdependence on China 
as not a threat. As a leading defender of the principle of national sovereignty, 
China firmly supports Cambodia’s sovereignty in that China has strongly 
opposed the West’s interference in Cambodia’s internal affairs and firmly 
backed the ruling party’s socio-economic development priority over democ- 
racy and human rights (Path, 2018, 218). Chinese aid and investment not 
only has boosted Cambodia’s economic growth, which in turn has soared up 
CPP’s performance-based legitimacy, but will also provide security insurance 
against potential threats from its two more powerful neighbors, Vietnam and 
Thailand (Hu Fang et al., 2019, pp. 196-7). The Cambodian government has 
steadfastly self-proclaimed “neutrality” in its foreign policy, privately the po- 
litical elites within the ruling party knows that Cambodia’s neutrality does 
not sit well with China’s expectation from its ironclad ally, Cambodia (anon- 
ymous interview with a senior official of the Cambodian government). One 
Cambodian analyst observed that China is now an economic and security 
guarantee for Cambodia’s national development and survival (Soun, 2016, 
p-3). Cambodia engaged in a brief border war with Thailand over the dispute 
over the land adjacent to Preah Vihear temple in 2010. Contrary to its pur- 
ported peaceful conflict resolution mantra, ASEAN proved to be ineffective 
in its preventive diplomacy, and China stepped in to provide Cambodia with 
military aid to stand up to a much stronger U.S. ally, Thailand. The Cambo- 
dian government was beyond displeased with Vietnam’s unilateral cross-bor- 
der shutdown using its border defence forces and setting checkpoints even 
in some areas where border disputes remain outstanding in the summer of 
2020 (anonymous interview 2020). As Vietnam has increasingly tilted to- 
ward the Unites States to cope with China’s assertiveness in the South Chi- 
na Sea, the ruling party in Cambodia has begun to anticipate a future threat 
from its eastern neighbour and traditional ally. At the domestic level, politi- 
cal opposition spearheaded by the Cambodian National Rescue Party backed 
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by the West has continued to pose a major threat to the survival of the CPP. 
China’s economic and political backing has enabled the Hun Sen govern- 
ment to offset any economic sanctions and political pressure by the West. All 
of these national security and regime survival challenges have deepened 
Cambodia’s dependence on China. For China, Cambodia is not only China’s 
closest ally in Southeast Asia, but also a pivotal country in China’s Belt and 
Road Initiative. Hu and his colleagues (2019) observed, “Cambodia’s loca- 
tion in Southeast Asia makes its strategically significant as a transportation 
hub for the Belt and Road” (p. 180). Cambodia is also vital for China’s out- 
bound investment. The Chinese government has encouraged Chinese enter- 
prises to invest in Cambodia’s infrastructure, specially roads and bridges, 
power grid, airports, telecommunication, water and sewage treatment (Hu et 
al, 2019, pp. 185-7). 


VI. CONCLUSION 

Cambodia’s economic recovery efforts in 2021-2023 will rely one three pil- 
lars: survival strategies, deep reforms, and building economic resilience. For 
Cambodia to regain a net positive growth of 7 percent and to achieve the up- 
per-middle-income by 2030-2035, the Cambodian government is preparing 
to grasp the full economic potentials of Cambodia’s free trade with China, 
South Korea, and membership of RCEP, the world’s largest free trade zone 
to date. From Phnom Penh’s perspective, these free trade agreements will 
bring much more economic benefits than the ASEAN Free Trade Agreement 
of which Cambodia is a member. Gleaning from the ruling elites’ analysis 
of the post-Covid 19 global economy and their new strategic economic plan 
after 2021, I have come to a conclusion that Cambodia’s economic crisis 
caused by the Covid-19 global pandemic will certainly drive Cambodia even 
closer to China, making it even more difficult for the ruling party to claim 
Cambodia’s “neutral” foreign policy. Cambodia’s economic reliance on Chi- 
na is going to grow significantly in the post-Covid 19 era. The Cambodi- 
an government has seen China as a big winner emerging out of the global 
pandemic, and will surpass the United States as the economic superpower 
in the post-Covid 19 era. In the mist of the pandemic, the CPP resented 
and suspected its traditional ally, the Communist Party of Vietnam, of its ill 
intention when the latter decided to unilaterally close the Cambodian-Viet- 
nam border in the summer of 2020; Vietnam temporarily set up hundreds 
of security posts even in the disputed territory along the border in order to 
contain Covid-19 spread. In private, Vietnam’s unilateral actions angered the 
ruling elites of the CPP. Hence, given the stronger economic-security nexus 
in the Sino-Cambodian-Vietnamese triangle relations, the ruling elites in 
Cambodia are more likely to bandwagon with China with greater enthusiasm 
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KOSAL PATH 


in the post-Covid 19 era. This will make it more difficult for the ruling party 
to maintain its principle of “neutrality” in its foreign policy in general, and to 
restore its close relationship with its traditional ally, Vietnam, in particular. 
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I. ABSTRACT 

Indonesia’s economic vision is deeply tied with its 
international vision. Situated at a strategic geopoliti- 
cal and economic crossroads, Indonesia sees that its 
economic development can only built upon a stable 
and peaceful region, centered in ASEAN. Changing 
geopolitical landscape is threatening ASEAN Central- 
ity. This article seeks to understand the resiliency of 
ASEAN Centrality in Indonesia’s foreign policy and 
then assessing its trajectory by utilizing the concept 
of ‘compartmentalized regionalism’ to connect ASE- 
AN Centrality (or centralities) at regional level and its 
centrality in Indonesia’s foreign policy. It argues that 
ASEAN centrality in Indonesia's foreign policy is con- 
nected to the compartmentalized nature of ASEAN 
regionalism. ASEAN centrality in the regional archi- 
tecture provides flexibility for Indonesia to act contex- 
tually in different dimensions of international relations 
with more weight and less cost. Potential collapse of 
the compartmentalization of ASEAN regional projects 
erodes ASEAN Centrality in the regional architecture 
as well as in Indonesia's international vision. 


Il. INTRODUCTION: WINTER IS COMING 

Indonesia’s economic vision is deeply tied with its in- 
ternational vision. Situated at a strategic geopolitical 
and economic crossroads, Indonesia is aware that its 
economic development can only built upon a stable 
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and peaceful region. ASEAN is central to this vision, making the regional 
organization as the cornerstone of its foreign policy since the Cold War pe- 
riod. For decades, Indonesia relies on ASEAN Centrality to maintain peace 
and stability in the region and managing Great Power politics. The success 
in doing so has resulted in Indonesia’s growth as one of the World’s most 
important emerging economies. 

Unfortunately, amidst the changing geopolitical landscape, questions 
about ‘ASEAN Centrality’ in the regional order looms at the horizon. In the 
Post-Cold War era in 1990s, ASEAN set itself at the center of regional archi- 
tecture in Southeast Asia and the wider East Asia. Convinced that its relative 
success in managing intra-ASEAN relations peacefully even during the 
height of Cold War could be the basis for similar arrangement in the wider 
context, ASEAN tried to shape the institutional arrangement in East Asia, a 
region strongly influenced by great power competition. ASEAN Regional Fo- 
rum was established in 1994 and since then, various ASEAN and ASE- 
AN-driven institutions were established to create multilateral framework to 
manage great power politics and introduce ASEAN values such as non-inter- 
ference, informal consultations and consensus seeking (musyawarah mu- 
fakat), and peaceful resolution of disputes, to be the norms for regional or- 
der. Not only in the security sector, ASEAN also put itself at the center of 
regional economic cooperation arrangements, as seen in the enactment of 
various ASEAN+1 trade agreement that are expected to culminate soon in 
the establishment of Regional Comprehensive Economic Partnership 
(RCEP). Despite its limitations, this ASEAN-centred regional order had 
been accepted, or at least tolerated, by great powers such as US, Japan, and 
China, to manage their relationship in the region. ASEAN Centrality be- 
came the key feature of regional order, providing the relatively weaker ASE- 
AN countries to secure themselves from anarchical great power politics or 
an imposed hierarchical hegemonic order under a superpower. However, 
many scholars have observed that Great Powers’ see their acceptance to 
ASEAN centrality is only a temporary necessity (Goh, 2012; Tow, 2012). 
With many American observers argued that China has ‘done biding its time’ 
(Campbell & Rapp-Hooper, 2020), US is increasingly becoming more and 
more restless, as shown in Washington’s strong statement against Beijing on 
South China Sea on July 13, 2020 (Secretary of the State of the United 
States of America, 2020). Many has predicted that ‘winter is coming’ for 
ASEAN Centrality in East Asian regional order or even in Southeast Asia. 

The challenge to ASEAN centrality in is not only coming from the struc- 
tural level, but also from how ASEAN member countries are perceiving the 
changes in international politics and the place of ASEAN in their foreign 
policy. ASEAN Centrality is strongly connected to the centrality of ASEAN in 
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the foreign policy of ASEAN member countries. While the changing balance 
of power in the regional structure put enormous pressure on ASEAN Cen- 
trality, how ASEAN and its members are responding to such pressure would 
be the ultimate decider. In this context, Indonesia is pivotal. As the country 
with the largest demographic, geographic, and economic size in Southeast 
Asia, Indonesia plays an important role in setting ASEAN’s response to the 
structural pressure caused by the changing geopolitical landscape. 


FIGURE 1. GDP COMPARISON OF ASEAN MEMBER COUNTRIES, 2019 (PERCENTAGES) 
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SOURCE: Created by the author based on data from The World Bank https://data.worldbank.org/indicator/ 
NY.GDP.MKTP.CD?end=20 1 9&locations=ID-BN-KH-LA-MM-PH-VN-MY-SG-TH&start=20 1 9&view=bar 


When President Jokowi took office in 2014, many expected that Indone- 
sia would shift away from ASEAN. Influential people that shape Indonesia’s 
foreign policy voiced their view to rethink ASEAN’s centrality in its foreign 
policy. Rizal Sukma, a close advisor of President Joko Widodo, argued that 
“We used to say ASEAN is the cornerstone of our foreign policy. Now we 
change it to a cornerstone of our foreign policy” (Parameswaran, 2014). 
Nevertheless, despite the initial tendency to shift away from ASEAN to more 
bilateral relations, it seems that Indonesia doesn’t really moving on. Observ- 
ers still see that Indonesia is still the cornerstone of Indonesia’s foreign pol- 
icy (Almuttaqi, 2017; Willis, 2017). 

This article seeks to understand the resiliency of ASEAN Centrality in 
Indonesia's foreign policy and then assessing its trajectory by utilizing the 
concept of ‘compartmentalized regionalism’ to connect ASEAN Centrality 
(or centralities) at regional level and its centrality in Indonesia’s foreign pol- 
icy. It argues that ASEAN centrality in Indonesia’s foreign policy is connect- 
ed to the compartmentalized nature of ASEAN regionalism. 

ASEAN centrality in the regional architecture provides flexibility for Indo- 
nesia to act contextually in different dimensions of international relations with 
more weight and less cost. It provides a platform for Indonesia to fulfill its 
aspiration for leadership, but at the same time limiting its obligation to provide 
public goods by sharing the responsibilities through the compartmentalization 
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of the regional project. For ASEAN countries, the compartmentalization is 
also important to manage its relationship with Great Powers. The relatively 
separated development of regional architectures in each ‘compartment’ cre- 
ated multiple non-linear web of institutions which act as cushion when rela- 
tions turn sour in a compartment (usually in the security compartment). 

While Indonesia attempts to behave contextually in each compartment 
(for example: strong statement on Natuna issue, but very cooperative in eco- 
nomic cooperation), Great Powers such as China, Japan, and the US failed 
to appreciate the importance of the compartmentalized nature of ASEAN 
regionalism and tries to merge the compartments. The conflation between 
compartments threatens ASEAN Centrality at two levels that are mutually 
reinforcing. At regional level, the collapse of compartments threatens the 
centrality of ASEAN in regional architecture. At national level, the diminish- 
ing ASEAN Centrality makes ASEAN less effective for Indonesia, and thus 
erodes ASEAN’s position as the cornerstone of Indonesia’s foreign policy. 
Indonesia’s shift away from ASEAN would in turn further the erosion of 
ASEAN Centrality in the regional architecture. Based on this logic, this arti- 
cle argues that the future of ASEAN Centrality rest on the ability of ASEAN 
Countries, and Indonesia is an important part of it, to maintain the relative 
separation between compartments of ASEAN regionalism. 


STRUCTURE OF THE ARTICLE 

To elaborate those arguments, this article is written in this following struc- 
ture. First, it discusses the concept of ASEAN Centrality through the lens of 
“compartmentalized regionalism.” In this part, this article argues that there 
are multiple centralities of ASEAN due to the compartmentalized nature of 
ASEAN regional projects and that this compartmentalization is central to 
ASEAN Centrality in the region. The second part elaborates how the com- 
partmentalized nature of ASEAN regionalism has been useful for Indonesia’s 
foreign policy. The third part describes how Great Powers failed to appreci- 
ate this compartmentalization and risking not only the erosion of ASEAN 
Centrality but also a collapse of regional order. It also explains why the col- 
lapse of the compartments would lead to the declining centrality of ASEAN 
in Indonesia’s foreign policy. Finally, this article ends with a concluding note. 


Ill. ASEAN CENTRALITY AND COMPARTMENTALIZED REGIONALISM 
What does ASEAN Centrality mean? In the Association’s official documents, 
the concept of ‘ASEAN Centrality’ is mentioned in the ASEAN Charter 
as one of the principles that must be adhered by ASEAN and its Member 
States. The concept is described in the Article 2 Paragraph 2 (m) of the 
Charter: “the centrality of ASEAN in external political, economic, social and 


240 


DR © 2022. Universidad Nacional Aut6noma de México-Instituto de Investigaciones Juridicas 


Esta obra forma parte del acervo de la Biblioteca Juridica Virtual del Instituto de Investigaciones Juridicas de la UNAM 
www. juridicas.unam.mx Libro completo en: 
https://biblio.juridicas.unam.mx/bjv https://tinyurl.com/4y8m6zcc 


cultural relations while remaining actively engaged, outward-looking, inclu- 
sive and non-discriminatory” (ASEAN, 2015). Nevertheless, the Charter does 
not elaborate specifically what centrality means and how it should concretely 
be manifested in ASEAN’s external relations. This lack of exact definition 
provides the opportunities for various interpretations of the concept. 

Some scholars equate centrality with leadership. Thus, ASEAN Centrality 
is understood as ASEAN’s leadership role in shaping the regional architecture 
both in terms of institutions as well as norms. Some argues that this leadership 
role stems from the material structure: minimalist bargain among Great Pow- 
ers in a Post-Cold War situation lead to the acceptance of ASEAN as the broker 
(Goh, 2012). Some looks at the normative leadership, which is the acceptance 
of ASEAN Way as the norm to follow in regional inter-state relations (Job, 
2010). Some others use network understanding and focus on ASEAN’s struc- 
tural position as “the node in the cluster of networks” which places it as a 
central hub in the regional architecture (Caballero-Anthony, 2014). Of course, 
there are also scholars who are skeptical that ASEAN Centrality, understood as 
leadership, is real. They argue that ASEAN have limited capabilities to influ- 
ence the behavior of major powers in the region (Weatherbee, 2014). However, 
some other scholars say that this weakness is actually also its strength, because 
the Great Powers are less suspicious towards ASEAN and thus making ASEAN 
acceptable to be the central actor in the region (Stubbs, 2014). 

With those different opinions, which one is true? I contend that all of 
them are only partially true. Taking the assumption that power (and thus 
international relations) is contextual, this paper argues that the concept of 
ASEAN Centrality might means and manifests differently in different as- 
pects (or ‘dimensions’) of international relations in the region and beyond. 
More specifically, it argues that there are multiple ASEAN Centralities due 
to compartmentalized nature of ASEAN regionalism. 

To understand this, we need to understand the context, which is by un- 
derstanding that ASEAN is a ‘compartmentalized regionalism.’ By compart- 
mentalized regionalism, I refer to a “political project to reorganize a particu- 
lar regional space along defined economic and political lines, which actually 
consists of multiple and separated/compartmentalized patterns of arrange- 
ments of the regional space(s) but combined and identified as a single proj- 
ect.”' In shorter sentence, compartmentalized regionalism could be under- 
stood as “multiple regionalisms in one particular regional space under one 
name” (Choiruzzad, 2017). 


1 This definition is based upon Anthony Payne and Andrew Gamble’s definition of regionalism (i.e. “state- 
led or states- led project designed to reorganize a particular regional space along defined economic and 
political lines”) but with the acknowledgement that states are not the only actor involved as the drivers 


in such process (Payne & Gamble, 1996, p. 2). 
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The core of my conceptualization of ASEAN as a “compartmentalized 
regionalism” is the refutation of the commonly held assumption that the 
development of ASEAN is a linear process of “widening and deepening.” 
Both in the official or even scholarly narrative, the development of ASEAN 
is often depicted as resembling the development of living organisms: evolv- 
ing from a simple creature into a more complex one. ASEAN was established 
in 1967 to manage the Cold War political and strategic environment. As time 
goes by and the Cold War slowly ended, it became more and more complex 
by including cooperation in other areas, mainly economic integration (Min- 
istry of Foreign Affairs of the Republic of Indonesia, 2012; Yue, 1996). In 
this sense, both mainstream official and academic literature consider ASE- 
AN’s economic regionalism as a continuation of ASEAN’s effort to manage 
regional political and strategic environment. I contend that this understand- 
ing does not tell the whole story. The concept of “compartmentalized region- 
alism” sees that ASEAN’s economic integration and ASEAN’s political and 
strategic regional processes are different regional projects, but later com- 
bined under a single banner of ASEAN. ASEAN’s economic integration did 
not spring as a continuation of Bali Concord I, but rather have its own biog- 
raphy and driven by different forces. Appropriating the Marxian term of “un- 
even and combined development” to different context, this conceptualiza- 
tion of ASEAN as “compartmentalized regionalism” argues that ASEAN 
regionalism is the result of uneven and combined developments of distinct 
regional projects. 

Another core argument of this concept, and the consequence of seeing 
ASEAN regionalism as uneven and combined development of distinct re- 
gional projects, is that ASEAN must not be understood as a unitary prob- 
lem-solving instrument established by and composed of ASEAN member 
states. In this context, it is worthy to mention that while most literatures are 
aware that ASEAN is not unitary and thus cohesion has always been the re- 
curring theme of many literatures on ASEAN, most of them stop at the state 
as the most basic unit that forms ASEAN regional project. In this commonly 
held view, ASEAN is not unitary because of its member states are having 
different national interests. I would like to go further by reminding that even 
member states are not unitary entities. 

As argued by State Transformation Framework literatures, states are con- 
tinuously undergoing transformation, which represent changes in politi- 
cal-economy relations within and beyond the state. State is not seen as a 
unitary actor and a politically neutral problem-solving instruments, but as 
“institutional ensembles that reflect and embed historically evolving social 
relations” (Hameiri & Jones, 2016, p. 78). Furthermore, the prominence of 
national governance is not natural but socially and politically constructed 
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historical product (Hameiri & Jones, 2016, p. 79). Because different scales 
of governance privilege different groups, social forces are continuously 
struggling to define a scale of governance that benefits them the most. Thus, 
governance may be ‘rescaled’ to new levels, including to regional level, fol- 
lowing the evolution of social constellation. With this understanding, one 
can see that the establishment of ASEAN regional projects are not only 
shaped by states, but by the overlapping constellation of social forces at na- 
tional and international level in Southeast Asia and beyond. However, be- 
cause in the current historical phase state remains the most legitimate actor, 
these constellations of forces are using states as the platform for projection 
of their interest, including those manifested in ASEAN regional projects. 

In short, the two main premises of “compartmentalized regionalism” are: 
(1) the development of ASEAN is not a linear process of widening and deep- 
ening, but is the result of uneven and combined developments of distinct 
regional projects merged but remain compartmentalized under the name of 
ASEAN regionalism; and (2) the establishment of ASEAN regional projects 
are not only shaped by states, but by the overlapping constellation of social 
forces at national and international level in Southeast Asia and beyond. I 
propose that these two premises are crucial in providing a better understand- 
ing of ASEAN regionalism and going beyond the limits of existing literatures 
on regionalism, both Old and New. 

The first limitation to understand ASEAN regionalism is the tendency for 
linearity in the Old Regionalism literatures. This is understandable since 
early studies on regionalism corresponded to the development of Post-World 
War II in Europe. In this context, these studies are often at the same time 
considered as ‘political programs.’ These early approaches on studying re- 
gionalism, later often identified as “Old Regionalism,” were not only at- 
tempting to explain the phenomenon of regional integration, but also pro- 
vide prescriptions to make it real, first in the European context but then 
expanded to elsewhere. One of the earliest approaches to study Regionalism 
is Federalism, which advocated for the formation of a new form of political 
structure at regional level to go beyond the conflictual nation-states. Tragic 
lessons from the two world wars and the quest to ensure peace in Europe 
were the drivers for this argument. Both as approach and political program, 
Federalism was very influential among early advocates of European integra- 
tion project. However, Federalism’s insistence on ‘form’ was later criticized 
by Functionalist approach, which was often associated with David Mitrany. 
This approach argues that ‘function’ is more important than rather than the 
form. ‘Form’ (i.e. the international/supranational organization) can only be 
established based on ‘function’ (i.e. cooperation and activities around func- 
tional needs such as trade, production, welfare, and transportation) and not 
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the other way around (Hettne, 2005). This argument was later in turn criti- 
cized by Neo-functionalist approach, which sees that functionalists overlook 
the importance of politics and argues that ‘functions’ are not merely techni- 
cal but also inherently political, as “technical realm was in fact made tech- 
nical by a prior political decision” (Hettne, 2005, p. 546) According to 
Neo-functionalists, integration is not merely driven by ‘functional automa- 
ticity’, but by process and the existence of purposeful actors. Function does 
matter, since increasing level of interdependence would start the process 
that will lead to political integration, but political decisions matter too. An 
important concept introduced by Neo-functionalists is the idea of ‘spill-over,’ 
which is “the way in which the creation and deepening of integration in one 
economic sector would create pressures for further economic integration 
within and beyond that sector and greater authoritative capacity at the Eu- 
ropean level” (Hettne, 2005).? One of the most prominent Neo-functional- 
ists, Bela Balassa, postulated that regional integration take place in five stag- 
es: Free trade area will lead to customs union, customs union will lead to 
common market, common market will lead to economic and monetary 
union, and finally economic and monetary union will lead to political union 
(Balassa, 1961, 1987). It must be noted that despite being published in 
1960s, and thus could be classified in the label of ‘Old Regionalism,’ Balas- 
sa’s concept remains influential in shaping our understanding and informing 
policy makers until today, including to ASEAN regionalism (Dieter, 2000, 
pp. 7-8). Despite various differences within the ‘Old Regionalism’ approach- 
es, they tend to see regionalism as a linear and relatively mono-dimensional 
process. Tendency to linearity means that while debating on whether form or 
function is more important, they assume that regional integration process 
follow a specific unidirectional trajectory. This does not mean that the pro- 
cess could not regress or reversed, but the stages are connected as a series 
of milestones. 

Another limitation to understand ASEAN regionalism is the tendency for 
mono-dimensionality, which refers to the tendency to see regionalism as 
something that is happening in a single or at least ‘unified’ dimension, such 
political or economic dimension, which is seen as apparent in Old Regional- 
ism. A new wave of studies on regionalism which started in the 1980s brought 
different perspective. Unlike Old Regionalism which was strongly shaped by 
European experience, these newer literatures admit the diversity and multi- 
dimensionality of regionalism (Hurrel, 1995). According to Hettne and So- 
derbaum, these newer literatures focused on the concept of ‘regionalism’ and 


2 The use of ‘European’ here is understandable because Old Regionalism mostly focusing on Europe, 


which is also empirically the first project of regional integration. Later, ‘European level’ in this definition 


also often applied to other regional project. 
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‘regionalization’ instead of ‘regional integration’ and ‘regional cooperation’ 
(preferred by earlier studies of regionalism) because those concepts are con- 
sidered more appropriate for capture the multidimensional features of con- 
temporary regionalism (Hettne & Soderbaum, 2008, pp. 65—66).* However, 
is the word ‘multidimensional’ sufficient to understand ASEAN? 

Hettne argues that ‘old regionalism’ was a “Cold War phenomenon” and 
has specific objectives while ‘new regionalism’ is a consequence of “more 
comprehensive, multidimensional societal process” (Hettne, 2005, p. 549). 
If this characterization is used to understand ASEAN, ASEAN is both old 
and new regionalism. ASEAN was established in 1967 with a strong Cold 
War context but then established new elements of the regional project in 
1990s. On political and security issues, ASEAN fits with the description of 
old regionalism due to its Cold War origin and the continuing importance of 
the states. However, the same could not be said about the evolution of many 
features of ASEAN regionalism after 1990s. One could argue that ASEAN is 
closer to the ‘new regionalism’ because its ‘comprehensive and multidimen- 
sional’ nature, referring to the existence of three equal pillars of ASEAN 
Community. However, ‘comprehensive and multidimensional’ assumed inte- 
grality of the dimensions, indicated by the existence of a unified pattern/ 
rules of arrangement, similar proponents and a single logic on which the 
regional project is operating. This might not sufficient to explain the fre- 
quent disconnection between the economic, political-security, and socio-cul- 
tural ‘pillars’ of ASEAN Community and the focal point agencies of each 
pillar in each country. 

In this context, ‘compartmentalized regionalism’ understands ASEAN as 
not only multi-dimensional but compartmentalized. Despite being promoted 
as a single integrated project, the “dimensions” have distinct arrangements, 
proponents and logic. ASEAN regionalism is composed of at least two sepa- 
rate regional projects. One is in the political-security dimension (in the re- 
cent development manifested as ASEAN Political Security Community pillar 
in ASEAN Community) and the other one is in the economic dimension 
(manifested in the ASEAN Economic Community pillar). The two have dis- 
tinguishable arrangements, proponents and logics that are separated but 
identified politically as a single integrated project. The third official pillar, 
the ASEAN Socio-Cultural Community pillar acts as the mechanism to po- 
litically identify the two distinct regional projects as a single project by giving 
these two projects a single ASEAN identity. It is important to note that al- 
though the two can be identified as different regionalism projects, it does not 


3 It must be noted that not all scholars agree to this division between the Old and the New. According to 


Warleigh-Lack, the view that Old Regionalism is not multi-dimensional and separated economic and 
politics is wrong (Warleigh-Lack, 2008, pp. 45-46). 
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mean that the two are completely separated. They are separated but com- 
bined. In short: compartmentalized (Choiruzzad, 2017). 

Taking this assumption, ASEAN Centrality means and applies differently 
in different compartments. In the political-security compartment, ASEAN 
Centrality means cohesion of ASEAN members in their external relation- 
ship, especially with Great Powers, as well as the primacy of ASEAN values 
and ASEAN-driven institutions in managing inter-state relations in the re- 
gion. In the economic compartment, ASEAN Centrality means ASEAN eco- 
nomic integration and the prominence of ASEAN in shaping economic 
agreements between ASEAN member states and external actors which would 
benefit ASEAN member countries, such as by attracting Foreign Direct In- 
vestment, opening new markets, or integrating ASEAN member states econ- 
omy into global value chain. Of course, the two are mutually connected. 
However, the distinction and separation of the two is also important. 


IV. HOW COMPARTMENTALIZATION MAKES ASEAN CENTRAL 

IN THE REGIONAL ARCHITECTURE AND IN INDONESIA'S 

FOREIGN POLICY 

In his 2019 book, ASEAN’s Half Century: a Political History of the Association 
of Southeast Asian Nations, Donald E. Weatherbee argues that throughout 
its political life since 1967, ASEAN had experienced three reinventions: (1) 
1976: When security was indisputably the primacy concern; (2) 1992: When 
ASEAN refocused on economic integration; and (3) 2007: when it adopted 
the ASEAN Charter (Weatherbee, 2019). I would like to give a different take 
on this supposedly “reinventions.” When ASEAN started to gear towards 
economic integration in early 1990s, it was not a reinvention. It actually did 
not change the existing ASEAN regional project which was primarily aimed 
at maintaining regional peace and security. What really happened was the in- 
stitutionalization of another regional project, merged under ASEAN’s name, 
which was aimed for economic integration. Thus, rather than a reinvention, 
it was the establishment for another compartment. If ASEAN was a house, 
the house was not rebuilt. Another house was built beside the existing house 
and then put in a single address. The old house remained intact while a new 
house was built. This is what I call “compartmentalized regionalism.” The 
address is ASEAN. The two houses are the “compartments.” 

The primary promoters of this new project were quite distinct from estab- 
lished actors in the previous ASEAN regional project. Some observers ar- 
gued that in the beginning, ASEAN economic integration project has been 
largely driven by private sector, especially by the activities of Japanese Mul- 
tinational Corporations (MNCs) and overseas Chinese business, while states 
play a rather reactive role (Stubbs, 1995). Pressures from external forces 
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also mattered, as other observers see that ASEAN’s decision for commencing 
Common Effective Preferential Tariff was related to the pressures from in- 
ternational financial institutions, particularly IMF and World Bank, to liber- 
alize ASEAN member states’ domestic market (Cuyvers et al., 2005). Of 
course, since the state was still the legitimate actor in international rela- 
tions, states also played an important role. ASEAN members states, especial- 
ly state apparatuses in the economic sector, saw the importance of ASEAN 
economic integration to face the emergence of North American Free Trade 
Agreement (NAFTA) and the European free trade area (Cuyvers et al., 2005), 
as well as the rising attractiveness of China for FDI (Hill & Menon, 2010). 
External economic powers such as Japan and China actively participated in 
the project, especially after the 1997/1998 Asian Crisis. Japan even helped 
to establish and sustain ERIA (Economic Research Institute for ASEAN and 
East Asia), a think tank that is very influential in shaping the blueprint for 
ASEAN economic integration. 

Since it is driven by the need for economic integration, which to some 
extent compromising state sovereignty, this new compartment has a different 
arrangement and logic. Differences in the wording of the ASEAN Political 
and Security Community Blueprint (APSC Blueprint) and ASEAN Econom- 
ic Community Blueprint (AEC Blueprint) tell this story. While the APSC 
Blueprint emphasized the importance of the principles contained in the 
ASEAN Charter (“The APSC Blueprint is guided by the ASEAN Charter and 
the principles and purposes contained therein”), the AEC Blueprint goes 
directly to mention that “the Leaders agreed to hasten the establishment of 
the ASEAN Economic Community by 2015 and to transform ASEAN into a 
region with free movement of goods, services, investment, skilled labour, and 
freer flow of capital.” Rather than referring specifically to the principles in 
the ASEAN Charter, AEC blueprint mentioned that “ASEAN shall act in 
accordance to the principles of an open, outward-looking, inclusive, and 
market-driven economy consistent with multilateral rules as well as adher- 
ence to rules-based systems for effective compliance and implementation of 
economic commitments.” It is true that this statement is in line with the 
Article 2 Paragraph 2 point (n) of the ASEAN Charter, added by view words 
(additional characteristics are explicitly added: open, outward-looking, and 
inclusive). Of course, one can argue that this is only a trivial matter about 
the choice of words or the background of the drafter. However, I contend 
that this illustrates that the two compartments are operating on different 
principles in organizing the regional space (Choiruzzad, 2017). In the ‘polit- 
ical-security compartment,’ sovereignty and non-interference are generally 
considered as non-negotiable. That is why ASEAN observers are pessimistic 
about the effectiveness of ASEAN’s democratization agenda or human rights 


247 


DR © 2022. Universidad Nacional Aut6noma de México-Instituto de Investigaciones Juridicas 


Esta obra forma parte del acervo de la Biblioteca Juridica Virtual del Instituto dewavestig 
www. juridicas.unam.mx 
https://biblio.juridicas.unam.mx/bjv 


Ss Juridicas de Jg@NUNAM 
jbro ome 
Je goalie c 
os ) ‘ 
oe “ud ¥ ¢ 
«Ty 


a 


promotion. Meanwhile, in the economic compartment, it seems that sover- 
eignty can be compromised, although of course only through uneasy negoti- 
ation and flexible implementation. The AEC Blueprint does not emphasize 
sovereignty, but states that ASEAN member states shall adhere to “rules- 
based systems for effective compliance and implementation of economic 
commitments.” Rather than reinvention, in which principles and institution- 
al arrangements are reformulated, what really happened was the establish- 
ment of a separate “compartments.” The existing arrangements, oriented at 
security issues, remains intact, while a new set of regional initiatives geared 
for regional integration commence. 

How could different principles of the organization of regional space exist 
in a single regional project? One would expect that the existence of different 
and often contradictive principles would lead to the demise of a regional 
project. I argue that ASEAN creatively manage this contradiction by creating 
“compartments” under ASEAN regionalism. By keeping the functional sepa- 
ration between the economic and political security compartments but com- 
bining them as “pillars” for ASEAN Community, ASEAN made the existence 
of these distinct projects push the idea of ASEAN integration project for- 
ward. ASEAN could go this far because of the relative balance and distance 
between the two compartments. APSC and AEC could go hand in hand 
ironically because the two are not completely integrated. 

The compartmentalization (combined-but-separated) between the two 
compartments was crucial since the beginning, when ASEAN countries need 
to manage the changing geopolitical landscape after the end of the Cold 
War. ASEAN countries show different strategies in dealing with the 1990s 
situation in different compartments. 

In the security compartment, ASEAN strongly clenched to the centrality 
of ASEAN in the expanded regional security arrangements. Leading ASEAN 
diplomats fiercely argued that discussions of security must remain within 
ASEAN ’s orbit and resist any efforts that would lead to the amalgamation of 
the region. When the idea of ASEAN Regional Forum was proposed, ASEAN 
leaders frequently expressed their concern about ASEAN centrality. As a re- 
sult, ARF creation in 1993 sealed ASEAN centrality. It is agreed that ASEAN 
would host and set the agenda for ARF meetings. ASEAN members also se- 
cured position in every ARF intersessional study groups as one of the co- 
chairs (Bae, 2016, pp. 168-171). 

A different situation could be observed in the economic compartment. 
ASEAN members decided to join APEC in 1989, although demands several 
conditions such as collective position of ASEAN and the acceptance of con- 
sensus as the principle of APEC. However, ASEAN leaders would later see 
that APEC deviated from this commitment by pushing rapid institutionaliza- 
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tion and liberalization (Bae, 2016, pp. 171-178). When crisis happened in 
1997/1998, this disappointment was becoming more apparent since their 
Pacific counterpart (i.e. the US) did not seriously help them to manage the 
crisis. As Mahathir Muhammad said: “APEC has come to dominate the East 
Asian economy, but was either unwilling or powerless to help the East Asian 
countries during the economic and financial turmoil” (Bae, 2016, p. 174; 
Chin, 2003, p. 407). This disappointment lead to the revival of East Asian 
regionalism, which lead to the establishment of ASEAN Plus Three (APT) 
and other initiatives which continue until today such as the AEC and other 
ASEAN plus mechanisms. 

The different strategies in the two compartment shows that ASEAN deal 
with the development in the two sectors differently because they involve 
different stakeholders. By separating the two but maintaining the connec- 
tion between them to some degree, ASEAN create flexibility by creating dif- 
ferent arena of interactions with great powers. By doing so, ASEAN’s politi- 
cal-security arrangement can remain the dominant mode of interaction in 
East Asia in the political-security dimension, but at the same time ASEAN 
could benefit from the economic opportunities coming from controlled pace 
of economic integration with global economy. Compartmentalization of 
ASEAN ’s regional project helped ASEAN to get the benefit of the Post-Cold 
War economic growth without connecting willingness to integrate to global 
economy to submission to Great Power-centered regional order. 

Another strategy that was frequently employed by ASEAN or ASEAN 
member countries is “Inter-compartment balancing act.” When tension oc- 
curs in political security compartment, such as in the issue of South China 
Sea, ASEAN or ASEAN member countries give concessions in the economic 
sector to reduce and manage the impact of the tension. Thus, one can see 
that the compartmentalization is also important to manage its relationship 
with Great Powers. The relatively separated development of regional archi- 
tectures in each ‘compartment’ created multiple non-linear web of institu- 
tions which act as cushion when relations turn sour in a particular compart- 
ment (usually in the security compartment). As a result of ASEAN’s position 
in this complex network of institutions, ASEAN placed at the center of re- 
gional order both in economic and political-security dimensions. 

Compartmentalization of ASEAN regionalism does not only secure ASE- 
AN Centrality at the regional architecture, but also make this institution 
central for Indonesia’s foreign policy. I argue that ASEAN centrality in Indo- 
nesia’s foreign policy is connected to the compartmentalized nature of ASE- 
AN regionalism. ASEAN multiple centralities in the regional architecture 
provides flexibility for Indonesia to act contextually in different dimensions 
of international relations with more weight and less cost. 
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Veteran observers or even ASEAN diplomats often commented on Indo- 
nesia’s position in ASEAN as constrained or incomplete leadership (Em- 
mers, 2014). Indonesia’s large geographic, demographic, and economic size 
is not translated into a full leadership in ASEAN. Jakarta is often depicted as 
“binding its own hand” in order to maintain the cohesiveness of the Associa- 
tion and to prevent insecurity from other relatively smaller members. Many 
associated this tendency to the experience of Indonesia’s aggressive foreign 
policy towards its neighbors in the 1960s (the “Konfrontasi”). Post-1966 
Indonesia government sees that Indonesia’s image as responsible interna- 
tional actor is crucial for mobilizing resources for economic development, 
and thus very careful not to provoke anxieties among its regional neighbors. 
If Indonesia aggressively act as a strong leader of ASEAN like Germany in 
the EU, Jakarta is afraid that the consensus-based ASEAN could not be sus- 
tained. While this explanation contains some truth, as perceptions and his- 
torical experience do matter, there is also another calculation that is often 
neglected. That calculation is connected to the centralities of ASEAN at re- 
gional level and the compartmentalization of ASEAN regional projects. 

Indonesia's constrained or incomplete leadership does not only stem from 
the Indonesian prudence to maintain cohesion. It also comes from the fact 
that Indonesia’s large size is not only its strength, but also its weakness. The 
country’s huge geographical and demographic size, as well as its archipelagic 
nature and diverse population, have been a source of continuous internal 
security threat (Laksmana, 2011). Jakarta has domestic priorities and need 
to mobilize resources for domestic purposes, such as national integration 
and economic development. Indonesia still aspire to be a regional leader or 
even a global player, but because the resources are allocated for more press- 
ing domestic issues, Jakarta had to manifest regional leadership with mini- 
mal cost. 

ASEAN compartmentalization provides a platform for Indonesia to fulfill 
its aspiration for leadership and at the same time limiting its obligation to 
provide public goods by sharing the responsibilities through the compart- 
mentalization of the regional project. This calculation (fulfilling its leader- 
ship aspiration and role but limiting its responsibility) has led Indonesia to 
pursue limited and sectorial leadership rather than complete and full leader- 
ship in all sector in ASEAN. Many observers have captured this tendency. 
Ralf Emmers, for example, argues that Indonesia’s leadership “has so far also 
been limited to the political and security spheres, leaving other sectors, like 
the economy, to others” (Emmers, 2014). This can only possible with ASE- 
AN’s compartmentalization. Compartmentalization makes Indonesia can 
still claim to be ASEAN leader to external actors as well as to its patriotic 
domestic audience. If the ASEAN regional projects were completely unified 
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under same principles and arrangements, Indonesia must pay higher cost for 
the international public goods necessary to maintain its leadership position 
in the region. If the regional projects were completely separated, for example 
by the prominence of APEC, Indonesia’s claim for regional leadership is 
weak because of the existence of another arrangement in which Indonesia is 
not the leader. 

Domestically, the compartmentalization of ASEAN is also instrumental 
to hold together the fragmented state bureaucracy and their international 
interaction. As many State Transformation Framework proponents would 
argue, globalization has brought fragmentation, decentralization, and inter- 
nationalization of state apparatuses (Jones, 2018). Different ministries are 
having their own domestic stakeholders and international connections. For 
example, Ministry of Foreign Affairs, Ministry of Trade, or Ministry of In- 
dustry frequently have different ideas on how to interact with external pow- 
ers because they have different domestic and international network. The 
compartmentalization of ASEAN regional project helped to manage these 
differences while at the same time maintaining the sense of unity among 
state apparatuses. The differences do not become a problem because they 
have their own ‘compartments’ that are institutionalized through ASEAN 
mechanisms. 

With centrality and compartmentalization embedded in ASEAN region- 
alism, Indonesia is interacting with Great Powers contextually in accor- 
dance to the situation in each compartment. For example, Indonesia issued 
a very strong statement towards China on the Natuna issue, but at the 
same time invites Beijing’s investments in various important projects in the 
country. Unfortunately, many Great Powers do not understand the impor- 
tance of compartmentalization and look at security and economic sectors 
as a single arena. 


V. GREAT POWER POLITICS AND THE COLLAPSE 

OF THE COMPARTMENTS 

The year 2012 sent an important warning for ASEAN Centrality in the re- 
gion. That year, for the first time in the 45 years of ASEAN, ASEAN foreign 
ministers failed to agree a Joint Communique in their high-profile annual 
meeting. The failure was caused by Cambodia’s rejection towards the draft 
proposal from the drafting team consisting of Marty Natalegawa from Indo- 
nesia, Anifah Aman from Malaysia, Albert Del Rosario from the Philippines, 
and Pham Binh Minh from Vietnam. The proposed draft includes all matters 
discussed by the foreign ministers, including about the friction between the 
Philippines and China at Scarborough Shoal and the claims of the Vietnam 
Exclusive Economic Zone that overlaps with Chinese claims. Many suspect 
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Cambodia’s rejection is strongly connected to Chinese influence on the 
country. It is not a secret that China is very actively involved in the develop- 
ment of the Greater Mekong Subregion and became an important patron for 
Cambodia’s economy (Bower, 2012). 

This situation was not the first and the last symptoms of ASEAN’s diffi- 
culty in responding to the increasingly assertive Great Powers. Echoing the 
Realist predictions on the impact of systemic change due to the shift in the 
balance of power, the rise of China and the responses of its rivals had led to 
instability in the ASEAN-centered regional order. The tensions in South 
China Sea is only one symptom of this systemic shock. Afraid that they could 
not count on ASEAN to keep their rivals in check, Great Powers started to 
rethink their acceptance on ASEAN centrality. As Amitav Acharya argued, 
US, China, and Japan had accepted ASEAN Centrality as a mutually accept- 
ed way to engage the strategic and economically important region without 
provoking external and internal resistance. However, this mutual acceptance 
is now fading away with the increasingly aggressive China and US actions 
(Acharya, 2017, pp. 275-277). 

Not only that the Great Powers are no longer taking ASEAN Centrality as 
the most effective way to engage the region, the increasing tensions among 
Great Powers also led to the decline in the cohesion of ASEAN member 
countries. With ASEAN cohesion eroded, ASEAN Centrality is also threat- 
ened. While the Great Power politics in 1960s led to the cohesion of AAEAN 
member states, the emerging Great Power Politics threatens to dismantle it 
(Ciorciari, 2017). 

In general, policymakers and scholars who observe East Asia closely rec- 
ognized that ASEAN Centrality is threatened by the heightened competition 
between the Great Powers. Adding to this picture, I would like to argue that 
the reason for this diminishing centrality is the collapse of its fundamental 
base: compartmentalization. While ASEAN Member states attempt to man- 
age their interaction with Great Powers by behaving contextually in each 
compartment, the Great Powers such as China, US, and Japan are acting as 
if they are playing in a single arena. 

The increasingly assertive China under Xi Jinping places an economic 
development cooperation termed Belt and Road Initiative (BRI) at the core 
of its “peaceful rise” diplomacy. In this BRI vision, Southeast Asia is an im- 
portant part. Among the six economic corridors envisaged by the BRI, two 
corridors cut through Southeast Asia, namely the Bangladesh-China-In- 
dia-Myanmar (BCIM) Economic Corridor and the China-Indochina Penin- 
sula Economic Corridor (ESCAP, 2017). Vision and Actions on Jointly 
Building Silk Road Economic Belt and 21*t Century Maritime Silk Road, an 
official document issued by Chinese National Development and Reform 
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Commission, Ministry of Foreign Affairs, and Ministry of Commerce, also 
locates Southeast Asia as an important part, as the document mentioned five 
routes for BRI:(1) Central Asia-Russia; (2) Central Asia- West Asia; (3) main- 
land Southeast Asia-South Asia-Indian Ocean; (4) South China Sea-Indian 
Ocean; and (5) South China Sea-South Pacific Ocean. At least three of them 
are passing through Southeast Asian countries (Chan, 2017, p. 42). Presi- 
dent Xi Jinping even chose the Indonesian House of Representative as the 
stage to announce Beijing’s proposal for 21** Century Maritime Silk Road 
(Chan, 2017, p. 47). China and Chinese think tanks frequently stressed that 
BRI is a development cooperation designed to address the pressing problem 
of infrastructure development in developing countries and as a platform for 
cooperation in various sectors (ESCAP, 2017; Haibing, 2019). Positive 
sounding terms like "collaboration,” “shared benefit,” and “equal partner- 
ship” decorates Beijing’s official documents and statements on BRI and oth- 
er initiatives (Mobley, 2019, p. 56). 

While ASEAN countries see the benefit of the BRI, as well as other Chi- 
nese economic cooperation initiatives such as AIIB, ASEAN countries also 
worried that this cooperation could undermine their position vis-a-vis China 
in political-security dimension such as in the issue of South China Sea. 
Among ASEAN countries, the reactions are mixed, with various degrees and 
combination of positive and negative assessments (Chan, 2017; Sevilla Jr., 
2017). In general, ASEAN countries are aware that they must strike a bal- 
ance. They must optimize the economic benefit from the economic cooper- 
ation offered by Beijing but not letting that to be their weakness in the polit- 
ical-security front. In short, ASEAN countries attempt to maintain the 
“compartmentalization” of their cooperation with China: economic coopera- 
tion should stay as beneficial economic relations and must not erode their 
bargaining position in the political-security dimension. 

Nevertheless, maintaining this compartmentalization is difficult. In the 
Philippines, which has territorial dispute with China in South China Sea or 
West Philippine Sea, China’s promised support for infrastructure develop- 
ment have led to a softer stance from Manila. President Duterte even signed 
deals with Beijing for joint oil and gas development, which provoked criti- 
cisms from his domestic rivals that the President is acknowledging China’s 
“unlawful co-ownership” in the West Philippine Sea (Jiang, 2019). The Pres- 
ident also promised to not pushing the implementation of the result of the 
arbitration proceeding on South China Sea by his predecessor (Deng, 2018). 
What happened in the Philippines is still moderate compared to what is per- 
ceived to happen in Cambodia, a country categorized by the American schol- 
ar David Shambaugh, as a “capitulationist” state which is dependent on Chi- 
na and become a virtual “client-state” for China (David Shambaugh, 2018, 
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pp. 100-102; Mobley, 2019, p. 60). Chinese money made Cambodia one of 
the world’s fastest growing economies but at the same time also making 
Cambodian observers see that Cambodia is willing to do anything for China 
and thus often dubbed as “a province of China” (Mobley, 2019, pp. 60-61). 
In this context, Indonesia is still seen as an outlier among ASEAN countries 
by trying to maintain distance from both China and the United States (David 
Shambaugh, 2018, pp. 100-102; Mobley, 2019, p. 60). This practical reality 
shows that Beijing is not hesitating to disrupt the compartmentalization be- 
tween Political-Security and Economic dimensions. As Chinese scholar Yan 
Xuetong mentioned, “China will decisively favor those who side with it with 
economic benefits and even security protections. On the contrary, those who 
are hostile to China will face much more sustained policies of sanctions and 
isolation” (Mobley, 2019, p. 57; Xuetong, 2014). 

China is not the only Great Power to dismiss the compartmentalization of 
economic and political-security dimensions. Not only attacking China’s eco- 
nomic cooperation initiatives such as BRI as having geopolitical motives, the 
US also attempts to contain the perceived expansion of Chinese sphere of 
influence. Obama administration introduced the term “pivot to Asia” and 
promised for a “rebalancing policy,” while at the same time also tried to 
maintain cooperation with China in areas deemed beneficial. However, the 
rise of Donald Trump has led to a more aggressive US response, with the 
endorsement of “Free and Open Indo-Pacific” strategy (Kurlantzick, 2018; 
Swaine, 2018). In the previous strategy of rebalancing, China is seen as both 
a potential partner and competitor that must be “selectively deterred” but 
also must be integrated into the liberal international order, Trump’s policy 
views China in a black and white manner as the threat to international order 
and to US interests (Swaine, 2018). Aside from developing stronger politi- 
cal-security cooperation, Washington also seeks to counter China’s influ- 
ence through economic development initiatives. For example, Washington 
reinvigorated the Lower Mekong Initiative (LMI) to engage with Mainland 
Southeast Asia, especially Mekong Subregion where China has emerged as a 
dominant player. In the LMI meeting in August 2019 in Bangkok, the US 
Secretary of State Mike Pompeo iterated US’ commitment to be an active 
player in the Mekong subregion through various social and economic proj- 
ects, from education to sanitation to infrastructure development. Not stop- 
ping at promising to help, the US Secretary of State also criticized China’s 
behavior in the subregion, from dam building to extra-territorial patrolling 
and rewriting of existing rules on river governance. He also promised that 
the US and its partners would provide an initial fund of $29.5 million USD 
to develop regional electricity grids, as well as $14 million USD for combat- 
ing transnational crime (Busbarat, 2019). 
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US’ most important partner in East Asia, Japan, also pursue similar poli- 
cies, although in a more careful manner. Trying to not provoking Beijing, 
Tokyo attempts to “hedge against the risk of unilateral actions by China to 
forcefully change the regional order” but at the same time willing “to engage 
China in mutually beneficial areas” (Shiraishi, 2016). In line with US strat- 
egy, Japan also strengthens its presence in Mekong Subregion through Ja- 
pan-Mekong Cooperation and by supporting existing subregional mecha- 
nisms suchas the Mekong River Commission (MRC) and the Ayeyawady-Chao 
Phraya- Mekong Economic Cooperation Strategy (ACMECS) (Busbarat, 
2019). Responding to China-led initiatives, in May 2015 Japan declared that 
it will provide $110 billion support to the Asian Development Bank (ADB) 
for developing ‘quality infrastructure’ in Asia (Kameda, 2015). 

As elaborated above, Great Powers’ behavior in the region which entangle 
political-security and economic dimensions has led to the potential collapse 
of the compartmentalization of ASEAN regional projects. The conflation be- 
tween compartments threatens ASEAN Centrality at two levels that are mu- 
tually reinforcing. At regional level, the collapse of compartments threatens 
the centrality of ASEAN in regional architecture, since compartmentaliza- 
tion is one of the most important pillars that sustain ASEAN Centrality by 
allowing ASEAN member states to behave contextually in different 
dimensions. 

At national level, the erosion of ASEAN Centrality makes ASEAN less 
effective for Indonesia, and thus erodes ASEAN’s position as the cornerstone 
of Indonesia’s foreign policy. Indonesia’s shift away from ASEAN would in 
turn further the erosion of ASEAN Centrality in the regional architecture, 
making the region very prone to power politics driven by Great Power rival- 
ries. If this happens, the peace and stability in the region will surely be jeop- 
ardized. Since economic development is only possible in a stable and peace- 
ful environment, a region dominated by Great Power politics is not a 
promising environment for an emerging economy like Indonesia. Escaping 
from Middle Income Trap itself is already a daunting task. Doing that amidst 
unstable environment is impossible. 

If this trend continues and Indonesia and other ASEAN countries could 
not reestablish the clear demarcation between political-security and eco- 
nomic dimensions of regional international relations, they will be in a situa- 
tion illustrated by ancient Indonesian proverb: “When elephants fight, the 
mousedeer dies amidst the battle” (“Gajah-gajah bertarung, pelanduk mati di 
tengah-tengah”). 
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VI. CONCLUDING REMARKS 

For now, Indonesia, and Southeast Asia in general, is one of the world’s en- 
gine of growth. It has successfully built a castle of economic development 
despite multiple crisis in 1997/1998 and in 2000s. However, this castle is 
built upon a thin layer of ice named peace, which is anchored in ASEAN 
Centrality. The future might not be so kind. The future of ASEAN Centrality 
rest on the ability of ASEAN Countries, and Indonesia is an important part 
of it, to maintain the relative separation between compartments of ASEAN 
regionalism which creates a diversified pattern of relations between ASEAN 
member states and the Great Powers in different dimensions of Internation- 
al Relations, and thus creating constraints for Great Power-driven relation- 
ship patterns. 

This is also a problem of self-fulfilling prophecy. If Indonesia sees that it 
is worthy to defend ASEAN Centrality and able to mobilize collective ASE- 
AN response to the increasing Great Power tension and the collapse of the 
compartmentalization, ASEAN can remain at the center of the regional ar- 
chitecture. There is a hope in that. Chinese intellectuals such as Zhang 
Zhexin has pointed out that the unpredictability of Great Power relations has 
led China to place more emphasis to ASEAN and regarding Southeast Asia 
as central to its diplomacy (Zhexin, 2016). Xi’s focus to economic coopera- 
tion could also provide a brake to China’s assertiveness in South China Sea 
(Nie, 2016). Thus, if managed well, ASEAN member countries can collec- 
tively define favorable patterns of interaction between them and the Great 
Powers. 

Failure to do so will condemn ASEAN Centrality to irrelevance. Without 
ASEAN Centrality at regional level, Indonesia will lose the reason to main- 
tain ASEAN as the cornerstone of its foreign policy. If that happens, Indone- 
sia must reimagine its economic and international visions for the 21* 
Century. 
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1. BACKGROUND 
The Lao PDR is the only land-locked developing econ- 
omy (LLDC) located in the Southeast Asia region and 
has joined the Association of Southeast Asian Nations 
(ASEAN) in 1997 as a member. The population of 
Laos is fragmented in the region compared to other 
ASEAN members but not the land. Laos had a pop- 
ulation of 6.9 million people in 2018, much lower 
than its neighbors Cambodia (16.3 million), Myanmar 
(53.9 million), Thailand (69.2 million), and Vietnam 
(96.7 million). The total land area of the Lao PDR is 
236,800 km2 and the population density is 28 people 
per km2, which is much lower than its neighbors (ADB, 
2017b). However, this does not imply that more space 
is available for both residential and economic utiliza- 
tion including agriculture and manufacturing. This is 
because two-thirds of Laos is constituted of mountain- 
ous areas while one-third is contaminated with the 
unexploded ordnance (UXO) from the Indochina war, 
especially 1964-1973, making Laos the most heavily 
bombed country in the world in terms of the number of 
bombs per capita (UXO LAO, 2013). Less than 10% of 
such contaminated land has been cleared. Therefore, 
this currently poses a challenge to economic expansion 
in the Lao PDR, especially agriculture on which the 
majority of the population is dependent. 

Major economic reforms in the Lao PDR began in 
1986, 10 years after its independence in 1975 post the 
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Indochina War (1946-1973) when the central planning system was replaced 
by the market-oriented system called “New Economic Mechanism (NEM)” 
introduced by the President Kaysone Phomevihane during the Fourth Party 
Congress of the Lao People’s Revolutionary Party (LPRP) in 1986. LPRP is 
the only political party ruling the country since its independence. Therefore, 
Laos is considered one of the most politically stable countries in the world. 
Its political system is similar to its alliances with China and Vietnam. Before 
1986, Laos was a closed and centrally planned economy where production 
and price setting were decided by the central government. This isolation of 
Laos from the global economic integration resulted in the lagging of its 
economy (Hara, 2002). Nevertheless, with the new economic system (NEM), 
its economy has been gradually exposed to the global economy through sev- 
eral economic reforms such as trade, investment liberalization, agricultural 
reform, privatization, and pricing and exchange rate liberalization. The ma- 
jor economic reforms were the simplification of tariff structures and the 
creation of the foreign investment law in 1988. Even though the progress of 
reforms under NEW was slow (Than & Tan, 1997), the country’s external 
trade has since expanded, with total export value increasing from US$43.8 
million in 1984 to US$216.5 million in 1995 and US$5.7 billion in 2019. 
There were more than 70 trading partners and foreign investors from 52 
countries investing in Laos (Department of Export and Import, 2018; Min- 
istry of Planning and Investment, 2020). The major local trading partners 
are Thailand, Vietnam, and China, and the following products are exported 
to them: mining, electricity, agricultural products and live animals, and cof- 
fee. Simultaneously, imports rose from US$162 million in 1984 to US$6.49 
billion in 2019, much higher than the exports making Laos a trade deficit 
country for many decades. Foreign investment also jumped from US$2 mil- 
lion in 1988 to US$2.32 billion in 2019. Along with the domestic policy re- 
forms, Laos has increasingly engaged in international cooperation and rela- 
tions. So far, it has relations with more than 130 countries and organizations 
such as the United Nations. Besides, Laos has actively participated in the 
sub-regional, regional, and international cooperation platforms such as the 
Great Mekong Sub-region (GMS), ASEAN, and World Trade Organization 
(WTO) that gives Laos more political power in trade and investment negoti- 
ations. This cooperation also drives domestic trade reforms such as regulato- 
ry and institutional reforms to access the regional and international markets, 
which is essential for Laos to overcome its current constraints as a small 
domestic market and land-locked country. 

Because of the policy reforms, liberalization, and international coopera- 
tion, the Lao economy has a high recorded economic growth of 6.8% in 
1990-2018 as one of the fastest-growing economies in ASEAN. Its income 
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per capita jumped from US$290 in 2000 to US$2,627 in 2018, surpassing 
its neighbors such as Cambodia (US$1,539), Myanmar (US$1,440), and 
Vietnam (US$2,546). This allowed it to transit from a status of low- to a 
lower-middle-income country since 2011, along with other new members 
of ASEAN namely Cambodia (2015), Myanmar (2014), and Vietnam 
(2009), according to the World Bank’s analytical classifications. However, 
because the record economic growth has been strongly influenced by the 
natural resource sector invested in mainly by foreign investors, an unsus- 
tainable income distribution within the country could be observed. For in- 
stance, the employment in the resource sector was less than 1% of total 
employment in 2015 while the labor productivity (equivalent to real wage) 
in this sector was 12 times higher than the non-resource sector (Sayavong, 
2017). Moreover, several development indicators such as poverty and hu- 
man development for Lao PDR are not progressing as expected and still 
lagging compared to other ASEAN countries. Table 1 highlights some se- 
lected development indicators of Lao PDR in the ASEAN region. It found 
that, for instance, the national poverty rate in the Lao PDR was 18.3%, 
while the poverty in Cambodia, Thailand, and Vietnam was better off ex- 
cept Myanmar and Philippines. In terms of the Human Development Index 
(HDI), the Lao PDR was ranked at the bottom at the global level (140 out 
of 189 countries in 2019). Though the Lao PDR is likely to meet the Least 
Developed Countries (LDCs) graduation eligibility for 2021 because two of 
three graduation criteria, namely, Gross National Income (GNI) per capita 
and Human Asset Index (HAI) are already met, the Economic Vulnerability 
Index (EVI) is still far from being achieved, according to UNDP (2018). 
Besides, the Sustainable Development Goals (SDGs), which continued and 
expanded the Millennium Development Goals (MDGs), are targeted for 
completion by 2030 posing another formidable challenge for the Lao PDR 
to achieve in the years to come. 

Hence, this study aims to discuss the opportunities and challenges for 
economic development and international relations for Laos in the twen- 
ty-first century. To this end, it firstly reviews the historical background of Lao 
economic development and its international cooperation by drawing on out- 
standing events in previous years. Secondly, the outlook of Lao economic 
development and its cooperation with the external entities are discussed 
based on the available literature and government documents in terms of long 
term strategies. This study is divided into four sections. Section 2 reviews 
historical economic development until the most recent years. As Laos is a 
land-locked country, infrastructure development is essential for its economic 
development. Therefore, the background of infrastructure development is 
presented in Section 3. Section 4 highlights the international relations of 
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Laos, whereas section 5 discusses its general vision for 2030 and beyond. 
Then, the study concludes in section 6. 


TABLE 1. SELECTED DEVELOPMENT INDICATORS IN ASEAN 


POPULATION GDP PER NATIONAL 
(THOUSAND CAPITA POVERTY 
COUNTRY PERSONS) (USD) RATE (%) 


SOURCE: Created by the author based on data from ASEAN Secretariat,2019; LSB,2020; UNDP,2019 


Il. THE LAO ECONOMY 

Laos is one of the fastest-growing economies in ASEAN. In recent years, 
its macroeconomic development has shaped up pretty well in the ASEAN 
region. While the economic growth was relatively high in 2013—2018 com- 
pared to other ASEAN countries, its inflation rate was also low (Table 2). 
Nevertheless, the domestic market is small as the share of its GDP was 
less than 1% of the GDP of ASEAN amounting to US$18 billion. When 
compared to that of its neighbors, namely Thailand and Vietnam, the size of 
the Lao economy was 4% and 8%, respectively. Also, its exports as a share of 
GDP are tiny though backed up by a resource boom, particularly mining and 
electricity hydropower projects. On the other hand, the manufacturing sec- 
tor had not been well developed since its share of GDP stagnated at around 
7—8% during the last decade. The main features of the Lao manufacturing 
sector are largely dominated by micro- and family-sized firms. The latest Lao 
economic census (2013) reveals that 15,573 manufacturing establishments 
(equivalent to 12.5% of all enterprises) are in operation, of which 74.5% 
are micro-enterprises with less than five employees (Lao Statistics Bureau, 
2015a). As for the rest, 14.3% of firms employ between five and nine persons 
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and 10.4% between 10 and 99 persons and only 0.7% with more than 99 
persons. Large enterprises are mainly garment factories owned by foreign 
investors engaging in simple labor-intensive production, employing unskilled 
workers at cheap wages. As for those in the food-processing, furniture, and 
primary wood-processing industries they are mainly small and medium-sized 
enterprises. Heavy and high-tech industries such as chemicals, metals, elec- 
tronics, and machinery and equipment are rare in its economy, so their share 
is less than 5% of all manufacturing. The share of the service sector is signif- 
icant without a doubt. However, most of these enterprises (95% of total) are 
small and medium-sized too (Lao Statistics Bureau, 2015a). New shopping 
malls, telecommunications, and financial institutions are among the large 
enterprises in the service sector. Meanwhile, the share of agriculture to GDP 
declined sharply during the studied period, but the majority of labor (66%) 
is still in this sector. Rice, maize, cassava, coffee, and sugarcane are the 
main agricultural products of the Lao PDR sharing more than 90% of total 
agricultural land. The share of industries implies the rigidities of economic 
structural transformation of Lao PDR as well as its weak capacity to integrate 
more into the regional and global economy in the previous year although it 
has joined several bilateral and multilateral cooperation frameworks includ- 


ing the ASEAN free trade agreement and World Trade Organization (WTO). 


TABLE 2. SELECTED KEY MACROECONOMIC INDICATORS 


Ee pate NOMINAL GDP aonee 
COUNTRY (USD MILLION) | (4 cop) (% GDP) (% GDP) 
a | os | zoe | 208 


23.9 
re 9 
Tee os (2017) 


EC 
A 


SOURCE: Created by the author based on data from ASEAN Secretariat, 2019; World Bank, 2020 
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The economic development of Laos has gone through several historical 
phases since its independence in 1975. According to Saignasith (1997), the 
economic development in the first period between 1975 and 1980 was the 
period of recovery from the destruction of the Indochina war (1946-1973). 
After that, the First Five Year Plan (1981—1985) was introduced at the Third 
Party Congress of LPRP in April 1982. The objective of economic develop- 
ment during this time was to formulate the administration for state control 
or centralized economic mechanisms including price control, subsidies, 
trade regulation, and public sector production and distribution system. The 
aim of the first 5-year plan was to expand the production from agriculture 
and forestry to manufacturing (Ministry of Planning and Investment, 2015). 
However, the outcome of centralized economic reform resulted in economic 
problems such as high inflation, large budget deficit, trade deficit, and inad- 
equate public resource to finance the public investment projects and grow- 
ing dependence on foreign borrowing from its alliances or socialized coun- 
tries. Therefore, new economic reforms, namely the New Economic 
Mechanism (NEM), was introduced in the second Five Year Plan (1986— 
1990) at the Fourth Party Congress of LPRP in November 1986. Under 
NEW, several economic reforms included trade and investment liberaliza- 
tion, agricultural reform, privatization, and liberalization of pricing and ex- 
change rates. The purpose of NEW was generally economic growth and sus- 
tainable development (Than & Tan, 1997) and specifically to (1) reform the 
macroeconomic policies ensuring a smooth transition from a centrally 
planned to a market-oriented economy, (2) improve the efficiency of the 
public sector, (3) accelerate socio-economic development and improve living 
standard by expanding economic and social infrastructure including health 
and education, and (4) halt the degradation of the natural resource base by 
developing better approaches to tapping natural resources in the long run 
(Saignasith, 1997). Consequently, Lao economic development was more ex- 
posed to external factors such as inflow of foreign direct investment (FDI), 
an increase of trade, and external shocks such as the Asian Financial Crisis 
(AFC). As a result, the economy faced slight setbacks during the AFC in 
1997 and 1998, resulting in a lower economic growth of 4.2%, hyperinfla- 
tion (128.4% in 1998), and high depreciation of local currency (161.7% in 
1998). Before the 2000s, Lao economic development was largely character- 
ized by agriculture, food processing industry (rice milling, beer, and soft 
drink production, etc.), garment industry, cigarette production, and wood 
processing (Domoto, 2002), which more than two-thirds of Lao population 
was intensely dependent on. 

However, after the 2000s, the expansion of Lao economic growth was 
predominantly driven by the natural resource sector. The resource sector 
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had been at the forefront of production, investment, and exports but not 
employment. The sector mainly consisted of mining and hydropower elec- 
tricity. In terms of production, resource industries are among the fastest 
sectors driving the Lao PDR’s economic growth since the early 2000s, lead- 
ing to a change of economic structure towards a resource-based economy. 
For instance, the share of the resource sector to GDP increased from 4.3% 
(1998-2000) to 14% (2006-2010) to 11.4% (2013-2015). They also bagged 
more than 60% of total exports where the main foreign markets were Thai- 
land and China. Major investments in resource sectors were mostly from 
foreign investors such as China, Thailand, Australia, and Vietnam. In 2019, 
in the case of the electricity generation industry, there were 63 power plants 
in operation, in which 55 power plants were based on hydropower, one on 
coal power, five on solar power, and two on bio-fossil power, respectively 
(Ministry of Energy and Mines, 2019). More power plants, mainly hydro- 
power plants along the Mekong river and its branches are expected in the 
next five years since many proposed project investments have already been 
approved by the government. Hereon, the resource industry, especially hy- 
dro-electricity, is likely to play a strong part in the economy. 

Furthermore, since the 2000s, the trend of economic diversification in 
the Lao PDR is sometimes regressive as the resource industry demonstrates, 
especially mining and electricity. The resource sector is outstanding in the 
areas of investment and exports as it accounts for more than half of the total 
approved investment and export values. In contrast, this sector contributes 
less than 1% of total employment (Sayavong, 2017). In the meantime, 
non-resource manufacturing such as garments and coffee gains a small pro- 
portion of the value in the global value chain while the majority of the ser- 
vice and agriculture sectors are engaged mainly in small scale operations. 
This conclusion remains in line with previous studies. ADB (2017), for in- 
stance, illustrates that the Lao economy comprises mainly low value-added 
products with little prospects for enhancing structural transformation. 
Therefore, the Economic Complexity Index Level of the Lao PDR, as one of 
the important indicators, has had a declining value at -1.18 annually during 
2013-18 (Observatory of Economic Complexity, 2018). The declining value 
demonstrates that its export basket has continually comprised rudimentary 
products. This suggests that it still has insufficient structural transformation 
for production and lower export competitiveness, as well as low value-added 
products for export. In other words, it has limited capabilities due to limited 
value-added manufacturing and export diversification. Sayavong (2015)1 re- 
veals that the Lao PDR achieved only 48% of its export potential. This means 


1 The study applies Stochastic Frontier Gravity Model and panel data. 
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that nearly half of the export potential is considered export loss, primarily 
attributed to implicit behind-the-border constraints such as poor domestic 
trade facilities, weak infrastructure, and the limited technological capacity 
of exporters. Unlike Laos, the Economic Complexity Index of China, Malay- 
sia, and Thailand has been on the uptrend representing more complexity in 
their export diversity and high value-added products. 

According to the World Bank (2020a), the time and costs for documenta- 
ry compliance to export in Laos are high—it takes 60 hours or 2.5 days and 
UD$235 in processing fees respectively when compared to the average in 
the Asia Pacific region (55.6 hours or less than 3 days and US$109.4). In 
particular, exporting to the European and Japanese markets, which have 
more stringent guidelines, is time-consuming as more documentation is 
needed for exports. The country’s low levels of exports also show that it lacks 
supply chains connected to the international economy, which are compara- 
ble to Thailand or Vietnam. This is in line with Haddad et al. (2006) and 
Record and Nghardsaysone (2010), whose studies have identified some im- 
plicit behind-the-border constraints in Laos such as weak institutions, poor 
infrastructure (including customs and border procedures), and the rudimen- 
tary level of technological capacities in many firms. The Non-Tariff mea- 
sures are still prevalent as Sitthideth (2019) shows that Laos has more than 
500 Non-Tariff Measures (NTM) imposed on more than 7,300 trade items 
restricted by 13 agencies in 2018. 


Ill. INFRASTRUCTURE 

Infrastructure development is crucial for economic development and trade 
for Laos and other countries in the region. Thus, investment in infrastruc- 
ture development has been one of the government’s priorities in promoting 
national development over several decades, with a special focus on expand- 
ing the road network for its population to access public services and markets 
domestically and regionally. As the Lao PDR is a landlocked country in ASE- 
AN, connectivity to regional and international markets is necessary for the 
expansion of the country’s economic development. Hence, the government 
has set a target to transform the Lao PDR from a land-locked country to 
a land-linked country as a logistics hub for the region by 2020 as outlined 
in the Infrastructure Master Plan. The aim is to facilitate the expansion of 
economic corridors or industrial areas or Special Economic Zones (SEZs) 
through rail and road transport connections. Hara (2002) and Domoto 
(2002) assert the location of Laos as a “land-bridge”, importantly for trans- 
portation in the Indochina Peninsula, Mekong region, and between South- 
east Asia and the Chinese and East Asian economies. If so, the development 
of transportation in the Lao section is significantly important for connectivity 
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in the region. The major existing and planned transport networks in Laos, 
especially railways, are mapped in Figure 1. Each transport network is briefly 
discussed in detail afterward. 


FIGURE 1. MAP OF THE MAJOR TRANSPORT NETWORK AND SPECIAL ECONOMIC ZONES (SEZS) IN LAOS 


ey ie 


Land SEZ ~ 


Golden Triangle 
SEZ 


Luang Prabang 
Diamond SEZ 


Saysetha Thakhek SEZ 
Development SEZ aise 
VITA SEZ 
Thatluang Lake SEZ Savan-Seno SEZ 
Dongphosy SEZ 
Longthanh SEZ 

Pakse-Japan SME SEZ 


SOURCE: Created by the author. Note that pariah is under construction 


Overall, road network development, as the most important transport to 
facilitate transportation for passengers and commercial businesses, is as- 
sessed as on track for progress but still poor in quality compared to other 
countries in ASEAN. Therefore, the current capacity of transport infrastruc- 
ture in Laos is still unable to accommodate the medium-large scale industri- 
alization. Only 15.4% of all road networks in Laos are paved, for instance, 
much lower than other ASEAN countries (ASEAN Secretariat, 2019). This 
circumstance makes it difficult to transport people and goods, especially 
during the rainy season. In ASEAN, nevertheless, the road conditions in the 
Lao PDR are slightly better than only Cambodia and the Philippines but 
similar to Vietnam (World Economic Forum, 2018b). Laos lags far behind 
Thailand as well as Malaysia. As a result, Special Economic Zones (SEZs) or 
industrial zones, regarded as strategic locations for attracting medium-large 
scale manufacturing industries, are mostly located near borders where 
well-connected infrastructure with neighboring countries is already in-use. 
The future seems to be bright for road transport infrastructure because a few 
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construction projects for the expressway project from Vientiane to Vang Vieng 
(one of the most favorite tourist destinations in Laos) (113.5 km) and the 
Vientiane to Pakse (Southern city) highway project (approximately 491 km) 
are in the pipeline to connect major cities thus adding to the prospective de- 
velopment of road networks. While water transport might not seem important 
due to various limitations, the development of air transport is still considered 
to be in the early stages with a high potential to impact tourism rather than 
merchandise. Because of the limitations of water transportation, the con- 
struction of bridges on the Mekong River at the border was conducted to 
enhance road connectivity. Currently, there are four bridges in operation and 
one under construction as shown in Figure 1. Of these, five bridges are direct- 
ly connected to neighboring countries. Most of them are new and are a part 
of the sub-regional strategic economic corridors, namely, the North-South 
Corridor (strengthening the trade between China and Thailand) and the East- 
West corridor (increasing the trade between Thailand and Vietnam). 
Nowadays, railway development is lagging behind other countries. Cur- 
rently, the only rail infrastructure in use is a 3.5-km extension from Thailand 
running from Nong Khai City across the Friendship Bridge to Thanaleng 
Railway Station, 20 km to the east of Vientiane. However, the Laos-China 
railway project under the Belt and Road Initiative (BRI) cooperation be- 
tween Laos and China is under construction since late 2016 and expected to 
be finished by 2022. It will boost the trade and real estate as well as tourism 
sectors. The proposal for the Vung Ang-Vientiane railway project is another 
initiative between Laos and Vietnam that should also be taken into account. 
In this regard, it is an opportunity for Lao PDR to develop the railway net- 
work further, wherever it can, to connect domestic manufacturing industries 
especially small and medium enterprises (SMEs) to the major industrial 
hubs or SEZs and regional and global economies. The development of road 
and rail transportation will enable the Lao PDR to substantially transform its 
position from a land-locked to land-linked or land-bridge economy though 
this will require a huge amount of investment and time-consuming. More 
importantly, it will improve the competitiveness of the Lao economy radically 
as a result. Logistics services are currently one of the areas of most concern 
because they constrain the competitiveness of the Lao economy in regional 
and global markets. Despite progressive development, Lao logistics services 
are still costly and poorly managed compared to other countries in ASEAN. 
Therefore, logistics should be receiving a lot more attention during the peri- 
od of economic transition especially in the areas of customs, logistics quality, 
and competence (World Bank, 2018). This is because the cross-border and 
truck services in the Lao PDR cost almost half of the total shipping costs to 
destinations outside of Southeast Asia. The shipping costs from Vientiane to 
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Yokohama (Japan), for instance, as per a case study in 2014 and 2015 are at 
the highest level in the Asian region. Institute of Developing Economies 
(2017) reveals that the land transport costs from Vientiane to Nong Khai (a 
distance of 18 km) were US$1,000 per container constituting 40% of the 
total shipping cost to Yokohama. Meanwhile, the transport costs from Nong 
Khai at the border to Laem Chabang Port in Bangkok (a distance of 718.9 
km) was only US$700 and the shipping cost from the port to Yokoyama (a 
distance of 4,599 km) was UD$800. Such high transport costs from Vien- 
tiane to Nong Khai are mainly attributed to the high cost of truck services 
and cross-border processing at customs. 

Table 3 summarizes the assessment of key infrastructures such as road, 
water, logistics, and human capital for economic development in Laos. Gen- 
erally, the trend of Lao infrastructure capacities in science and technology, 
infrastructure, and human capital, has improved over time especially during 
the last decade. However, most of this lags well behind other ASEAN coun- 
tries and some landlocked countries in Asia. In particular, infrastructure in- 
dicators such as airports, railways, logistics, human capital, and technologi- 
cal readiness need to be improved urgently to catch up with the levels of 
other countries in ASEAN. Given the limited resources, priority areas should 
be selected. After considering the current most problematic factors for doing 
business (World Economic Forum, 2018a), it is suggested that addressing 
the inadequately educated workforce or human capital should be the priori- 
ty; the second is transport infrastructure, especially logistics and rail trans- 
port followed by technological readiness. Henckel and McKibbin (2017, 5) 
assert that transport and telecommunication infrastructure provide high 
spillovers for land-locked countries undergoing regional integration. This re- 
sult could also apply to land-locked Laos. 


TABLE 3. ASSESSMENT OF KEY INFRASTRUCTURE 


ASSESSMENT 
INDICATOR 
MODEST STRONG 


ae 


Railway Transport 
Human Capital 
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SOURCE: Sayavong, 2018 
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IV. INTERNATIONAL RELATIONS 

During the first two years after independence in 1975, the Lao government 
established diplomatic relations with more than 50 countries and cooperated 
with several international organizations such as the United Nations (Min- 
istry of Planning and Investment, 2015). The foreign relations have since 
substantially expanded to 140 countries all over the world (Ministry of For- 
eign Affairs, 2017). Moreover, there are 23 foreign embassies located in Laos 
including from China, South Korea, Japan, and all nine ASEAN countries. 
This reflects the expansion of foreign policy of the Lao government in the 
region and beyond which is considered one of the behind-the-scene drivers 
for economic development and economic reforms towards the market-ori- 
ented economy from the central planning economic system as indicated in 
the NEM in 1986. The inflow of foreign direct investment (FDI) and Official 
Development Assistance (ODA) has increased as well as the escalation of 
trade as a consequence. 

In previous years, the relationships between Laos and its alliances or so- 
cialist countries, particularly China, have expanded with higher frequencies 
of meetings and exchanges between their leaders since the announcement of 
the Belt and Road Initiative (BRI) by the Chinese president in 2013. The 
cooperation between Lao PDR and China has been demonstrated since the 
end of 2016 when the government of Lao PDR signed the Memorandum of 
Understanding (MOU) and other 20 documents with China on cooperation 
in various areas supporting the One Belt One Road initiative (Sayavong, 
2019a). For instance, the Master Plan of the cooperation on developing the 
“One Belt One Road” between Laos and China was signed during the first 
Belt and Road Forum for International Cooperation in May 2017 in China. 
The master plan has identified seven prioritized areas of cooperation namely 
(1) infrastructure, (2) agriculture, (3) capacity building, (4) industrial park, 
(5) culture and tourism, (6) finance and banking, and (7) production promo- 
tion. In November of the same year, Chinese President Xi Jinping formally 
visited the Lao PDR where two governments reaffirmed their cooperation on 
the China-proposed BRI. For the Lao government, BRI is considered a strat- 
egy to overcome its disadvantage of geographic location by turning itself 
from a “land-locked” country to a “land-linked” one. The construction proj- 
ect of the Laos-China railway from 2016 to 2021 with the total investment 
of US$5.9 billion or 35% of GDP in 2018 is, particularly, the top priority for 
the BRI cooperation between the two countries. This is because the 
Laos-China railway route is the main section for BRI cooperation in the 
Southeast Asian region or the Singapore-Kunming High-Speed Rail Link 
known as Pan-Asia Railway Network. That is why the construction of the 
railway in Lao PDR has started despite the construction of other parts in 
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Thailand and Malaysia being still under negotiation. In April 2019, fortu- 
nately, China, Lao PDR, and Thailand signed the memorandum of coopera- 
tion on a railway-bridge to connect Thailand’s Nong Khai at the border to 
Vientiane in Lao PDR which is a further step towards the Singapore-Kun- 
ming High-Speed Rail Link. Finally, a series of cooperation documents in 
various fields such as the economic corridor, digital Silk Road, electricity, 
science, and technology emerged. In the most recent second international 
Belt and Road forum held in Beijing during 25-27" April 2019, where the 
president of Lao PDR again participated, the policy cooperation between 
two countries has been pushed one step further by signing more documents 
for bilateral cooperation, especially the Laos-China economic corridor coop- 
eration framework (LCEC). Nevertheless, there are opportunities and chal- 
lenges for BRI cooperation for Lao PDR. The opportunities are mainly at- 
tached to the economic benefits, whereas the challenges are the social and 
environmental impact, particularly, from the large investment projects such 
as railway, expressway, and real estate development. Other challenges in- 
clude transparency, accountability, and efficiency since the domestic capac- 
ity of both public and private sectors is still weak (Sayavong, 2019b). 

The relationship with other individual countries is likely to be normal al- 
though there are some conflicts and uncertainties with a few countries such 
as Cambodia, Thailand, and the USA on the issues of border and human 
rights. In recent years, for instance, Laos and Cambodia had a border con- 
flict in early August 2017 when the two leaders had an urgent agreement for 
conflict resolution at the meeting held in Vientiane on 12 August 2017 to 
withdraw their troops from the conflict areas (Xinhua, 2017). The incidence 
of border conflict occurred before the national election in Cambodia was 
held in July 2018; therefore, it is believed that this border conflict is unusual 
as it is likely to be a tool for domestic politics in Cambodia (Kang, 2018). 
The issue of the border conflicts with its neighbors, including Thailand, like- 
ly matters in the future because more than 10 spots in the border areas are 
still under negotiation for marker installation. 

Numerous events of multilateral cooperation during the last three de- 
cades have advocated the efforts of Laos to integrate into the regional and 
global community. Joining the ASEAN community in 1997 implies that the 
purpose of Lao foreign policy is to contribute to the building of peace, stabil- 
ity, and cooperation for development in ASEAN (Ministry of Planning and 
Investment, 2015). In November 2004, Laos holding the 10‘* ASEAN sum- 
mit in the capital, Vientiane, with the theme of “Advancing a Secure and 
Dynamic ASEAN Family through Greater Solidarity, Economic Integration 
and Social Progress” is another example for the same. The successful out- 
come at this submit was that all members agreed on the acceptance of the 
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Vientiane Action Plan as A Vehicle to Building an ASEAN Community 
through realizing comprehensive integration. These hosting events in Laos 
have gradually accelerated the role of Laos in foreign affairs. 

The multilateral cooperation, besides the bilateral cooperation, is one of 
the key factors for the integration of Laos into the global community. The 
cooperation in the Great Mekong Sub-region (GMS), ASEAN, and WTO 
was crucial for the success of Lao economic growth in previous years by at- 
tracting Foreign Direct Investment (FDI) and Official Development Assis- 
tance (ODA) and boosting trade. Therefore, it is worthwhile to have a brief 
discussion on this cooperation. 


MULTILATERAL COOPERATION 

Laos is located in the Great Mekong Sub-region (GMS) specifically and gen- 
erally located in the Southeast Asia region. It is to be noted that there are 
six countries in the GMS including Cambodia, Laos, Myanmar, Thailand, 
Vietnam, and Yunan province in China. As a result, Laos has been strongly 
and actively participating in regional cooperation programs including GMS, 
ASEAN, Asia Pacific Trade Agreements, Cambodia-Laos-Vietnam Develop- 
ment Triangle, and Ayeyawady-Chao Phraya-Mekong Economic Coopera- 
tion Strategy (ACMECS). For the Great Mekong Sub-region (GMS) coop- 
eration program, for example, Laos joined this sub-regional cooperation that 
is strongly supported by the Asia Development Bank (ADB) in 1992. This 
program aims to stimulate economic cooperation in the Sub-Mekong region 
emphasizing infrastructure and trade facilitation. Since then, the economic 
corridors such as North-South and East-West economic corridors have been 
developed (see Figure 1). Laos was accepted as a full member of ASEAN 
on 23" July 1997 and joined the ASEAN Free Trade Area (AFTA) in 1998 
in which all members have to gradually remove tariffs under the Common 
Effective Preferential Tariff (CEPT) scheme through a timeframe commit- 
ment by 2015. After joining ASEAN, the growth of the Lao economy was at 
6.32% annually during 2001-2005 which is higher than the growth of 4.8% 
annually from 1986-1996 (Ministry of Planning and Investment, 2015). In 
February 2013, Laos gained official membership in WTO after 15 years of 
negotiation initiated by the Ministry of Industry and Commerce (MOIC). As 
a result of the expansion of Lao foreign relations, the flows of FDI, trade, 
and Official Development Assistance (ODA) in Laos have significantly in- 
creased as a consequence, which is presented below. 


FOREIGN DIRECT INVESTMENT (FDI) 
The Lao government has an open foreign policy to attract foreign invest- 
ments into Laos since 1988 through the use of its rich natural resources, 
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political stability, investment policy incentives, cheap labor, and the trade 
preferences granted by developed countries. As a result, foreign private in- 
vestment has shown an increasing influx into Laos. From 1989 till 2019, 
there were more than 3,079 investment projects or US$ 23.3 billion by FDI 
and joint-ventures from 52 countries (Ministry of Planning and Investment, 
2020). Major foreign investors were mostly from neighboring countries while 
the investment from Europe and America was limited. Top 10 foreign inves- 
tors are from China, Thailand, Vietnam, Korea, France, Japan, Netherland, 
Norway, and England. The most popular areas for FDI interest included the 
energy sector or power generation, mining, service, agriculture, industry, and 
handicraft, respectively. In recent years, the investment in infrastructure, 
especially the Lao-China railway construction project and special economic 
zones (SEZs), is outstanding. In 2019, there were 12 SEZs in the Lao PDR, 
and 810 firms are currently operating in the zones including 682 foreign 
companies, 86 domestic companies, and 41 joint venture companies (Pro- 
motion and Management Office of SEZs, 2020). The Lao government highly 
expected a large contribution from FDI for Lao economic development es- 
pecially poverty reduction, tax collection, and the creation of employment, 
technological transfer, human resource development, and the outreach of 
development in the rural areas. However, the contribution of FDI is less than 
expected as most of the investment projects are in the well-established in- 
frastructure located in large cities at the border. Therefore, the development 
gap between border and urban cities and rural regions or hinterland areas 
is large. Second, many investors investing in the labor-intensive industries, 
such as primary garment or Cut-make-Trim (CMT), provide limited techno- 
logical transfer as well as human development for local labor and manufac- 
turers. Thirdly, major investments are concentrated in the natural resource 
sector, particularly, hydropower generation and mining. This resource sector 
provides a limited number of employees with limited backward-forward link- 
age to domestic industries and is easily exposed to price uncertainties in 
the global commodity market. However, in recent years, the uncertainties 
of Thai politics and supply chain disruption in China due to the spread of 
COVID-19 in 2020 has created the strategy of Thailand plus one and China 
plus one by Japanese firms, which would likely benefit other ASEAN develop- 
ing countries including Laos through relocation of Japanese production-base 
factories. Therefore, Japanese manufacturing industries are expected to gen- 
erate a higher profile in the Lao manufacturing sector in the future. 


EXTERNAL TRADE 
After joining ASEAN and engaging in other multilateral trade agreements 
such as the Generalized System of Preference scheme (GSP), the Lao PDR’s 
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exports grew at an average annually of 18.1% during 1996-2019 (World Bank, 
2020b). In particular, the exports surged after 2005 due to the onset of gold 
and copper production from two large mining companies, namely Lanexang 
Minerals and Phou Bia Mining Ltd. The total export value more than tripled 
from US$0.3 billion in 1995 to US$5.7 billion in 2019. This growth was 
driven by mining, electricity, garments, and agricultural products. These sec- 
tors are a dominant portion of total exports. During 2011-2019, the share 
of mining and electricity in exports was more than half (63.4%). Meanwhile, 
the combined proportion of agriculture and garments was 16% of total ex- 
ports. Based on market share in 2018, China and Thailand dominated the 
distribution of total trade. This figure stood at 71.4%. Figures for trade with 
Vietnam, Japan, the United States, India, and other trading partners stood 
at 17.2%, 1.7%, 0.5%, 2.5%, and 6.6% respectively. Although exports overall 
have performed well and trade liberalization has also been progressive over 
the last two decades concerning the dismantling of tariff2 and non-tariff 
barriers through trade agreements, the export structure is more intensified in 
a few export items (electricity and mining) and a few markets such as China, 
Thailand, and Vietnam. This demonstrates that the external income of Laos 
is extremely dependent on its neighboring countries. As a result, Laos would 
face economic difficulties in the case of foreign affairs or political conflict 
with its neighbors, especially Thailand and Cambodia who have a different 
political system. 


OFFICIAL DEVELOPMENT ASSISTANCE (ODA) 

From the time after independence until 1990, socialist countries such as the 
Soviet Union, China, Vietnam, North Korea, and Cuba were major donors 
of ODA for Laos. The ODA took made up more than 60% of total public in- 
vestment (Ministry of Planning and Investment, 2015). During this period, 
the international relation of Laos was limited and the economy was heavily 
destructed by the Indochina War. Therefore, the Lao government was ex- 
tremely dependent on its alliances for survival, recovery, security, and devel- 
opment. Later on, when the economic reforms under NEW were gradually 
implemented, the relations with socialist countries, especially Vietnam and 
China, dramatically expanded in several areas such as investment under the 
market-driven incentive or mutual benefits rather than subsidies. Besides, 
the relations with countries and international agencies in the region had 
escalated in numbers as well including Japan, Australia, Germany, France, 
Spain, Denmark, Norway, Netherland, South Korea, Belgium, Luxemburg, 
Thailand, United Nations Development Programme (UNDP) and agencies 


2 In 2018, the overall trade tariff is 5 percent, according to WTO-Trade Policy Review. The source of 
information is from https://beltandroad. hktdc.com/en/country-profiles/laos. 
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under UN administration, ADB, World Bank, European Union, and other 
non-government organizations (NGOs). As a result, the value of ODA in 
Laos increased steadily from US$109 million in 1991 to US$565.1 million 
in 2018 (World Bank, 2020b). China, World Bank, ADB, South Korea, and 
Japan are currently the major ODA donors. The technical assistance and 
training scholarships for the short and long term were also granted to Laos 
due to the expansion of foreign relations. ODA is currently used in line with 
the socio-economic development of the government. The roundtable meet- 
ing between the Lao government and its development partners held annual- 
ly, and is the current mechanism to match the use of ODA from development 
donors to the socio-economic development plan of the Lao government 
(Ministry of Planning and Investment, 2015). 


V. LONG-TERM NATIONAL DEVELOPMENT STRATEGIES AND PLANS 
The national policy and strategy of the Lao government are designed to reflect 
the updated situation of Lao economic development regarding the change 
of regional and international environment. So far, the 2030 Vision and 10- 
Year Socio-Economic Development Strategy during 2016—2025 published 
in early 2016 serves as the top policy framework for the Lao government 
to guide other national and sectoral policies or short-term policies such as 
1-Year and 5-Year National Socio-Economic Development Plan (NSEDP) 
until the year of 2030. Note that the sectoral policy refers to the strategic 
line of the ministries such as the ministry of agriculture, ministry of finance, 
etc. Table 4 summarizes the main contents of the 2030 Vision and 10-Year 
Socio-Economic Development Strategy 2016-2025. It clearly shows that 
the vision of Laos is reflected in the condition of international development 
and issues related to foreign affairs by aiming specifically to upgrade its level 
of income from a lower middle-income country (current status) to an up- 
per-middle-income country by 2030. Its neighboring countries have a similar 
long-term vision and strategy. Thailand, for instance, has a long term vision 
(20 years National Strategy 2017—2037) to become a developed country by 
2037 (National Strategy Secretariat Office, n.d.). Likewise, the Cambodian 
government has set up a target or vision to reach an upper-middle income 
country by 2030 and a high-income country by 2050 (Royal Government of 
Cambodia, 2018). For Lao PDR, to reach the vision 2030, seven strategies 
were identified by the Lao government where the top three strategies are (1) 
sustainable and green economy, (2) achievement of the criteria for gradua- 
tion from least developed countries by 2020 and implementing SDGs, and 
(3) human resource development. Later on, to reflect the realization of the 
strategies, the final draft of the National Green Growth Strategy came out in 
2019 as a crucial platform to guide any policies and action plans toward the 
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priority of sustainable green economy. Also, the final draft of the National 
Human Resource Development Strategy as policy guidance has been com- 
pleted mid-2016. Therefore, it is not surprising for Laos to have a similar 
long term vision as its neighbors in the 21* century specifically to become 
a high-income country. Nevertheless, the economic development of Laos 
should be ensured in the direction of green and sustainable growth. 


TABLE 4. 2030 VISION AND 10-YEAR SOCIO-ECONOMIC DEVELOPMENT STRATEGY (2016-2025) 


VISION FOR 2030: 
e Lao PDR becomes an upper middle income developing country following a knowledge- 
based, green and sustainable socio-economic direction. 


SEVEN PRIORITIES OF THE 10 YEAR STRATEGY (2016-2025): 
1. Strategy for continued economic development in high quality, balanced, sustainable and 
green direction 


2. Strategy for meeting the criteria for graduation from the Least Developed Countries by 
2020 and implementation of the SDGs. 
. Strategy for human resource development 
. Strategy for sustainable, efficient and green-directed protection and use of natural 


resources 
. Strategy for improving the enforcement of the rule of law 

. Strategy for regional and international integration and connectivity 
. Strategy for industrialization and modernization 


SOURCE: Author's summary based on Ministry of Planning and Investment (MPI), 2016a, 2016b 


A task for the Lao PDR in the future or 21* century is to generate a higher 
income for its people in a green and sustainable manner. This requires it to 
diversify its current economic structure from a resource-based economy to a 
non-resource dependent economy or to more inclusive growth that can inte- 
grate into the regional and global supply chains. To this end, strengthening its 
infrastructure capabilities such as human resource, transport, logistics, and 
regional cooperation should be the dedicated area to ease as well as attract 
private investment for higher value-added products or high technology indus- 
tries that create high skilled employment. This also requires cooperation 
from countries in the region, especially ASEAN, to be more diversified and 
competitive in the regional and global markets along with its neighbors. Some 
of human capital and infrastructure capabilities are discussed as follows. 

Human capital, as an example, in Lao PDR, is relatively low in its current 
position compared to other countries in the region, putting the country at a 
shortage of skilled workforce, and as a result, the economy has been trapped 
in the vicious cycle of low quality, low value-added, and low skills and low 
wages which affect the competitiveness of the region. Despite the domestic 
demand for labor remaining unmet, a large number of unskilled workers mi- 
grate out of the country to seek jobs overseas, and especially neighboring 
countries such as Thailand. To support economic development in the direc- 
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tion of industrialization and modernization, it is, therefore, required to build 
human capital, especially a skilled workforce with the self-discipline to un- 
lock the door to modernization in the era of global integration and advance- 
ment of information technologies. The enhancement of human resources in 
Laos is expected to raise the level of competitiveness of the ASEAN region as 
a production hub in the world. According to LSB (2018), the share of the 
working-age population in Laos is anticipated to get slightly higher to 69.7% 
of the total population by 2045, increased from 62.2% in 2015. This implies 
an opportunity for Laos to benefit from the demographic change to support 
economic growth and sustainable development. However, this is conditional 
to long-term human development in the country that should be one of the top 
priorities since more than 60 percent of its labor in all industries in Laos have 
low education levels up to primary and secondary school (Lao Statistics Bu- 
reau, 2015b). The successful stories of Singapore and Thailand could serve 
as a lesson and this requires stronger cooperation from ASEAN members. 

Besides, the development of transport infrastructure in Laos is critical for 
the competitiveness of the region since Laos is located in a strategic position 
in the region for regional integration. The transport section in Laos should 
be one of the main focuses of ASEAN. Typically, the transport network in 
Laos should be standardized comparable to its peers in ASEAN in a green 
and sustainable direction. The inadequate supply of infrastructure is among 
the top five most crucial major constraints in Laos as per business opinion 
(World Economic Forum, 2018a). More importantly, the position of the Lao 
business climate has generally lagged far behind the other developing coun- 
tries in ASEAN except for Myanmar (World Bank, 2020a). This is because 
several developing countries made a significant improvement in facilitating 
their business climates in the same period, which as a consequence led to a 
drop in ranking for doing business in the Lao PDR. Vietnam, for instance, 
has improved its ease of doing business ranking by 12 places shifting to 70" 
among 190 countries from a previous ranking of 82" in 2016. 

For international relations, the most important principle for Laos is to be 
strict with the principle of peace, independence, friendship, and cooperation 
to strengthen the competitiveness of the region while limiting the conflicts, 
as much as possible, from the border disputes and political uncertainties in 
neighboring countries through diplomatic solutions. Practically, it is import- 
ant to deepen the existing cooperation framework to maximize the mutual 
benefits while searching for new areas of deep cooperation with its partners 
especially Vietnam, China, and ASEAN to enhance the competitiveness of 
the region. This requires more contribution from ASEAN in terms of collec- 
tive ODA. Improving the capacity of Lao embassies in foreign countries will 
help to maximize the potential investment, trade, politics, and cooperation 
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between Laos and its partners while protecting its people, residing as well as 
working in foreign countries. 


VI. CONCLUSION 

Since Laos is located in ASEAN as one of the most dynamic regions in terms 
of population, economy, and politics, a major question in the future for Laos 
is how to contribute to the sustainable development of the region. Some 
cooperation areas such as infrastructure and energy (hydropower electric- 
ity) connectivity can currently be recognized. The typical examples are the 
railway and high-way constructions in the economic corridors expected to 
connect the countries in the regions from North to South and East to West. 
However, this cooperation is still in the early stage. There are concerns about 
transparency, accountability, and the impact on local economies, inequality, 
environment, and society. The cooperation in human resource and transpor- 
tation including logistics is the area of utmost importance for sustainable de- 
velopment in the region. The success of such sustainable development is, of 
course, without the political will from countries in the region or the support 
of the regional community. Though the cooperation among ASEAN is shown 
to be well-established in previous years, there is still an implementation gap 
in several areas as a large gap in development among members such as HDI, 
competitiveness index, ease of doing business ranking, etc., still exist. Re- 
ducing such gaps among ASEAN members should be taken seriously which 
requires a stronger contribution from each member of ASEAN. 

For Laos, the long term development goal by 2030 or beyond, is to raise 
the income of people higher to be comparable to its peers by diversifying its 
economy to move from a resource and traditional based economy to non-re- 
source based economy under the scenario of inclusive growth or sustainable 
development as the main focus. To this end, raising the degree of its eco- 
nomic diversification and advancing infrastructure capabilities including the 
use of digitalized technologies are needed to attract private investment, boost 
trade, and create skilled laborers. Besides, the expansion of economic coop- 
eration and foreign relations for Laos is needed to drive the economic com- 
plexity while external uncertainties such as trade conflicts between the US 
and China, pandemics, climate change, political uncertainties in neighbor- 
ing countries, and border disputes (land or sea) should be minimized as 
much as possible. 
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I. ABSTRACT 

Since its formation in 1967, the Association of South- 
east Asian Nations or ASEAN has remained a corner- 
stone of Malaysia’s foreign policy. Prior to its estab- 
lishment, two attempts had been made at forming 
a regional entity, though both proved short-lived. In 
both these attempts, namely the Association of South- 
east Asia (ASA) and MAPHILINDO, Malaysia had 
played an important role in pushing for its establish- 
ment. Similarly, in 1967, when ASEAN was formed, 
once again Malaysia played a pivotal role in its cre- 
ation. This is clear testimony of the role Malaysia’s ac- 
cords to the regional entity. For Malaysia, apart from 
providing an opportunity for the country to improve 
its past sour relations with some larger neighbours, 
ASEAN provides it with an implicit security guarantee 
from external subversion, not to mention the econom- 
ic benefits accrued from joining this entity. 


Il. INTRODUCTION 

Malaysia achieved independence from British colonial 
rule in 1957 as the Federation of Malaya that com- 
prised the eleven states of Peninsula Malaysia. Fur- 
ther, in 1963, Malaysia was formed as a result of the 
amalgamation of Federation of Malaya, Singapore and 
the two Bornean states of Sabah and Sarawak. Howev- 
er, Singapore’s inclusion in Malaysia was rather short- 
lived because in 1965, the city-state was expelled from 
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the Malaysian federation. The country currently constitutes of two major 
enclaves, namely East and West Malaysia that comprise of 13 states and 
three federal territories. 

Since its independence, Malaysia has practiced a foreign policy based on 
pragmatism with regionalism as its bedrock. The Association of Southeast 
Asian Nations (ASEAN) has been the cornerstone of Malaysia’s foreign pol- 
icy since its inception in 1967, such that the country accords great impor- 
tance to the regional organization, of which it is also one of the founding 
members (MOFA, 2019: 19). Membership in ASEAN is important to Malay- 
sia in a number of ways. To begin with, ASEAN is not only the cornerstone 
in Malaysia’s foreign policy but membership in the regional entity has bene- 
fitted Malaysia politically, economically and even when it comes to security. 

Not only has ASEAN provided Malaysia with political and economic secu- 
rity it is also a necessary platform and avenue to address Malaysia's regional 
security concerns. This article will explore the following issues. It will first 
look at how ASEAN has been the platform for Malaysia to advocate and pro- 
mote regionalism and improve relations with neighbouring countries. It also 
assesses the role ASEAN plays as a security guarantor for Malaysia and how 
membership in ASEAN has enhanced the economic security of Malaysia. 


Ill. ADVOCATING AND PROMOTING REGIONALISM 

Malaysia is not only one of the founding members of ASEAN but has been 
also actively promoting regionalism in Southeast Asia, even prior to the for- 
mation of the regional body in 1967. It has been argued that the major thrust 
of Malaysian foreign policy during the tenure of the country’s first Prime 
Minister, Tunku Abdul Rahman Putra Al-Haj (1955-1970) was essentially 
pro-West and anti-communist and that regionalism only became the cor- 
nerstone of the country’s foreign policy during the tenure of the country’s 
second Prime Minister, Abdul Razak Hussein (1970-1976). This is far from 
true as regionalism had been a major thrust in Malaysian foreign policy even 
during the period of Tunku Abdul Rahman’s administration. One source 
notes that Tunku Abdul Rahman’s policy “was anti-Communist, pro-West- 
ern, and favorable to Southeast Asian regionalism — all supported by a string 
sense of moral rectitude” (Ott, 1972: 227). 

In fact, it was during the tenure of Tunku Abdul Rahman that Malaysia 
began advocating and working towards the formation of a regional entity 
aimed at enhancing regional relations and cooperation. As such, on 31 July 
1961, the Association of Southeast Asia (ASA) was formed comprising Ma- 
laysia, Thailand and the Philippines. Malaysia was not only the founding 
member of this organisation but the entity was in fact formed as a result of 
Malaysia’s initiative. The ASA was created to enhance economic and cultural 


290 


DR © 2022. Universidad Nacional Aut6noma de México-Instituto de Investigaciones Juridicas 


Esta obra forma parte del acervo de la Biblioteca Juridica Virtual del Instituto de Investigaciones Juridicas de la UNAM 
www. juridicas.unam.mx Libro completo en: 
https://biblio.juridicas.unam.mx/bjv https://tinyurl.com/4y8m6zcc 


cooperation between member states and was implicitly an anti-communist 
in its outlook. It was however short-lived due to disagreements between Ma- 
laysia and the Philippines over the latter’s claim on the Malaysian state of 
Sabah. With the claim not only did relations between both deteriorate but it 
even marked the end to the ASA. While the organization continued to exist 
till 1967 it was however in a state of dormancy. 

Further in 1963, a second attempt was made at forming a regional entity 
that eventually saw the creation of the MAPHILINDO — a tripartite regional 
association comprising of Malaysia, Philippines and Indonesia. The entity 
was formed at the initiative of the President of the Philippines, Diosdado 
Macapagal (Sussman, 1983: 201). However, this regional initiative too was 
extremely short-lived as it was formed in July 1963 but dismantled about a 
month later. Once again, the major issue for its failure was related to the 
Philippines’ claim over Sabah. Further, what dealt the last blow to this was 
when Indonesian President Sukarno launched the Konfrontasi (Confronta- 
tion) against Malaysia with the aim to Ganyang Malaysia (Crush Malaysia). 

As far as the formation of ASEAN is concerned, while it is undoubtedly 
true that Thailand played the lead role in its formation, the backing from the 
other founding members, including Malaysia, was equally crucial in realiz- 
ing the regional entity. For Malaysia, it marked a shift in its foreign policy 
orientation from one that was essentially pro-West and anti-communist to a 
policy that gave greater emphasis on regionalism and peaceful coexistence. 
The late 1960s were in fact an important transitional period in Malaysia’s 
foreign relations as it marked the beginnings of the second phase in the 
country’s foreign policy. (Saravanamuttu, 2010: 102-106). 


IV. IMPROVING RELATIONS WITH ITS NEIGHBOURS 

In the early 1960s and on the eve of the formation of Malaysia, the coun- 
try’s relations with two of its bigger neighbours, Indonesia and Philippines, 
deteriorated due to a number of issues. The inclusion of the Bornean state 
of Sabah into Malaysia in 1963 quickly became a source of disagreement 
between Malaysia and the Philippines, especially when the later began stak- 
ing a claim on the state. Friction with Indonesia began in 1963 when In- 
donesia launched a campaign known as Ganyang Malaysia which saw the 
beginnings of the Indonesia-Malaysia Konfrantasi (Confrontation) that last- 
ed until 1966. The confrontation was in fact a manifestation of Indonesia’s 
opposition towards the formation of Malaysia. 

It noteworthy to mention that the formation of ASEAN provided Malaysia 
the much needed opportunity to repair and improve its relations with Indo- 
nesia and the Philippines. According to Ott, “[t]he end of confrontation 
made this a realistic possibility, for it had long been recognized in Kuala 
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Lumpur that for regionalism to be truly effective, Indonesia must be includ- 
ed” (1968: 131). In turn, ASEAN too became a platform for both Indonesia 
and the Philippines to end hostility and improve its relations with Malaysia. 

While Singapore was a party to the formation of Malaysia in 1963, its 
expulsion from the Malaysian Federation too impacted negatively its rela- 
tions with Malaysia. Although relations between both did turn sour this how- 
ever was only for a short period of time as in 1967, Singapore together with 
Malaysia, Indonesia, Thailand and the Philippines became the founding 
members of ASEAN. The formation of this regional entity in turn provided 
both Malaysia and Singapore, as well as other member states to further ce- 
ment relations between them. 

For Malaysia, the formation of ASEAN was therefore a move towards 
achieving the goal of cordial relationship within the region. This was indeed 
the case as pointed out by one source: “The immediate effect of ASEAN was 
to formalize the growing entente of the five Southeast Asian neighbours, 
thus marking an end of a period of turmoil in the region” (Saravanamuttu, 
2010: 101). 


V. ASEAN AS A SECURITY GUARANTOR 

Membership in ASEAN has also provided Malaysia with an implicit security 
guarantee especially against its larger and once hostile neighbors, namely 
Indonesia and the Philippines. Taking into account Malaysia’s past sour re- 
lations with both countries, ASEAN to some extent does provide some form 
of implicit security guarantee. ASEAN was formed during the height of the 
Cold War years when fear of communist expansionism loomed in the horizon 
in the region. Coupled with this was the People’s Republic of China’s (PRC) 
tacit support for communist insurgencies in a number of Southeast Asian 
countries. In this case, Malaysia was no exception as the country had been 
facing a communist insurgency led by the Malayan Communist Party (MCP) 
since 1948, 

The United States’ involvement in the Vietnam War were signals that 
communism was indeed spreading in the region and a real threat to the sur- 
vival of the newly independent nations of the region, including Malaysia. 
This was especially true when taking into account the domino theory - a fear 
that neighbouring countries would also fall to communism should one coun- 
try in the region be controlled by a communist government. However, it later 
became clear that the US interference in the region did not provide any 
guarantee towards the peaceful establishment of democratically led coun- 
tries in the region. This was proven true with the call by United States Pres- 
ident, Richard Nixon, to ‘Vietnamise” the war and the eventual fall of the 
American-backed regime in South Vietnam in 1975. 
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As mentioned, Malaysia’s long experience in fighting the communist 
alongside the British had also cultivated the image of Malaysia as a pro-West- 
ern and anti-communist country. Despite this, Malaysia has always been 
clear with its desire to live in peace with its regional neighbours as well as 
ensure its continued independence, free from interference and pressure im- 
posed by the major powers. It was through this desire that then Minister of 
Home Affairs, Dr. Ismail Abdul Rahman, first proposed the idea for Malaysia 
to pursue the idea of a neutral Southeast Asian region. Ismail’s idea was fur- 
ther championed by the second Prime Minister of Malaysia, Abdul Razak 
Hussein, who in 1970 made the appeal to the Non-Aligned Movement 
(NAM) in Lusaka, Zambia (Tarling, 2009: 2). 

This eventually led to the introduction of a zone of peace, freedom and 
neutrality (ZOPFAN) in Southeast Asia in 1971, a declaration that was 
signed the foreign minister of all the five member states of ASEAN, namely 
Thailand, Malaysia, Singapore, Indonesia and the Philippines. Also known 
as the Kuala Lumpur Declaration, it is aimed at ensuring that the region 
continues to remain “free from any form or manner of interference by out- 
side major powers” (Saravanamuttu, 2010: 120). To that end it was proposed 
that ASEAN member states undertake “concerted efforts to broaden the ar- 
eas of cooperation which contribute to their strength, solidarity and closer 
relationship” (Saravamuttu, 2010: 120). 

This signified the shared goals of ASEAN member states in protecting the 
region from becoming embroiled in the competition between the major pow- 
ers. It also consolidates the ASEAN member countries as the main actors 
and drivers towards maintaining peace in the region. With the successful 
establishment of ZOPFAN, this further opened the progress for Malaysia to 
be reassured of its security within the ASEAN framework. 

In addition to the ZOPFAN, the 1976 Treaty of Amity and Cooperation 
(TAC) also plays a pivotal role in ensuring regional stability. The TAC, a 
peace treaty signed by all ASEAN member states, promotes the pacific set- 
tlement of disputes and the policy of non-interference in affairs of member 
states. This sentiment carries over into the present day as ASEAN continues 
to actively engage its dialogue partners and increase the number of TAC 
signatories, the most recent being Peru in July 2019 (ASEAN, 2019). The 
rivalry between the United States and China has brought about another se- 
curity dilemma for ASEAN member states and Malaysia has not been ex- 
empted from the pressure either. Case in point is the dispute in the South 
China Sea over the Spratly of which Malaysia is also a claimant. Malaysia’s 
preference for diplomacy and multilateralism remains the path for solutions 
to the issue. Returning to the fundamentals of ASEAN’s foundation is the 
key as Malaysia seeks to balance its relations with the two major powers. 
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VI. ECONOMIC DEVELOPMENT FOR ECONOMIC SECURITY 

Barry Buzan (1997) argued for a shift in the study of security particularly 
since the end of the Second World War. The changing geopolitical reality 
means that for many, war is not the foremost threat faced by a country. In- 
stead, these threats can be as diverse as economic scarcity to environmental 
disasters. Moreover, there has also been a general shift within international 
dialogue in widening not only the concept of security to take into account 
non-traditional security threats but also to shift the referent object of securi- 
ty from states to the people. This is an important paradigm shift as acknowl- 
edgement is given to the fact that nation states are as likely to be the threat 
to their citizens as much as they are supposed to be the protectors. 

The introduction of human security as a concept by the United Nations 
Development Programme (UNDP) in its 1994 Human Development Report 
also inexorably linked the idea of security with economic development as 
well. As the UNDP puts it, for many, security is “symbolized protection from 
the threat of disease, hunger, unemployment, crime, social conflict, political 
repression and environmental hazards” (1994: 23). Many of these problems 
are not likely to be resolved through political solutions or even military might. 

Overall, this concept of security is very much in line with the Malaysian 
approach. For Malaysia, economic development is an important facet of 
both national and regional security. Since its independence, economic in- 
equality due to the long period of colonization became a key tension point in 
the country. This tension culminated in the 1969 racial riots, paving the way 
for Malaysia to closely tie its national security agenda with that of economic 
development. The introduction of the New Economic Policy in 1970 was 
done as part of the then government’s efforts to achieve better economic 
redistribution and was anchored on two main objectives (Milne, 1976). 
These were, reducing and eventually eradicating poverty by “raising income 
levels and increasing employment opportunities” as well as “restructuring 
the society to correct economic imbalance to reduce and eliminate the iden- 
tification of race with economic function” (Government of Malaysia, 1971). 
In order to achieve the said objectives, the Malaysian embarked on a drive to 
modernize and diversify the country’s economy and steer it away from 
over-reliance on primary commodities. In doing so, Malaysia began opening 
up its economy to regional and international economic actors in order to lure 
foreign direct investment and diversify its trading partners (Felker, 2014). 

Over the years, ASEAN and its member states have become important 
partners in Malaysia’s effort to secure itself through economic development 
and growth, including undertaking joint ventures with neighbouring coun- 
tries. One of the first major ventures in the area of economic cooperation 


within ASEAN was the launch of the ASEAN Industrial Projects (AIP) 
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scheme in 1976. Although initially five major projects were mooted, only one 
— the ASEAN Urea Project in Malaysia and Indonesia — eventually material- 
ized (Lim, 2004). Located in Malaysia and costing some RM700 million, the 
project was launched on 1 October 1985 and is based in Bintulu, Sarawak. 
Known as the ASEAN Bintulu Fertilizer (ABF) plant, it is currently the larg- 
est granular urea plant in Asia that produces 6 million tons of urea per annum 
and 0.4 million tons of ammonia per annum (Bernama, 2013). The ABF is a 
joint venture amongst five ASEAN countries with Malaysia having the largest 
share at 63.5 percent. Other ASEAN member states that own stakes in the 
ABF are Thailand (13 percent), Indonesia (13 percent), Philippines (9.5 
percent) and Singapore (1 percent) (Bintulu Development Authority, 2015). 

In addition, Malaysia and its neighbours in ASEAN have also entered into 
various other development cooperation initiatives namely at the sub-regional 
level. For example, at the initiative of the Malaysian Prime Minister, Maha- 
thir Mohammad, the Indonesia-Malaysia-Thailand Growth Triangle (IMT- 
GT) was formalised in 1993. The IMT-GT is a sub-regional framework aimed 
at enhancing economic cooperation and integration between states and 
provinces in these member countries. This initiative is to encourage the pri- 
vate sectors of the three countries to spearhead development through seven 
strategic pillars namely agriculture, tourism, halal products and services, hu- 
man resource development, transport and ICT, trade and investment, as well 
as environmental cooperation (CIMT, 2020). Malaysia has been able to po- 
sition itself as a major player in some of these areas, namely the development 
of halal industries. A year later, in 1994, a second initiative aimed at intensi- 
fying sub-regional cooperation and integration was launched. Known as the 
SIJORI (Singapore-Johor-Riau) Growth Triangle between Singapore, Malay- 
sia and Indonesia, it is a strategic partnership between these three countries 
that is aimed at harnessing economic growth and integration. 

Also in 1994, another initiative known as Brunei Darussalam-Indone- 
sia-Malaysia- Philippines East ASEAN Growth Area or BIMP-EAGA was 
launched. This initiative is focused on encouraging growth in the more re- 
mote areas/provinces of these four member countries. The BIMP-EAGA ini- 
tiative covers the states of Sabah and Sarawak in East Malaysia alongside 
Kalimantan, Sulawesi, Maluku and West Papua of Indonesia; Mindanao and 
Palawan in the Philippines and Brunei (BIMP-EAGA, 2020). The islandic 
nature of the sub-region meant that these territories (for Malaysia, Indone- 
sia and the Philippines) had remained disconnected from the major urban, 
industrialized centres of their respective capitals. In fact, the proximity of 
these regions made sense to focus on building their economic connectivity 
to boost economic cooperation and integration as means to alleviate poverty 
in the area. 
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Under the BIMP-EAGA initiative, Malaysia is able to undertake connec- 
tivity projects throughout the sub-region such as the completion of the Pan- 
daruan Bridge which connects Brunei and Malaysia in 2013 (Then, 2013). 
Another project highlighting the cooperation under the initiative is the con- 
struction of the Trans Borneo power grid by Sarawak Energy Berhad (SEB), 
one of Malaysia’s state-owned energy companies and P.T. Perusahaan Listrik 
Negara (Perser), Indonesia’s state-owned electric company since 2016 (ADB, 
2014). The cross cutting projects which consolidates the infrastructure of 
these sub-regions contribute to encouraging economic growth from areas 
that would have otherwise been left out. 

In terms of trade and investments, membership in ASEAN not only pro- 
vides Malaysia with greater market access into the region — a region with 648 
million people — but also allows it to expand its investments within the re- 
gion. This is also enabled by the fact that Malaysia is also a signatory to the 
ASEAN Free Trade Area (AFTA) agreement, which entered into force on 28 
January 1992. While Malaysia’s trade with ASEAN member states was at 
US$482.1 million in 1972, by 1995 it stood at US$19,682 million. In 2019, 
Malaysia’s trade with ASEAN member states in goods alone amounted to 
US$11,8095 million (ASEAN Statistics, 2020). Singapore is currently Ma- 
laysia’s largest trading partner within the ASEAN region, both in terms of 
exports and imports. 

In fact, Singapore has remained amongst Malaysia’s five top trading part- 
ners for a number of years now in addition to China, United States, Hong 
Kong and Japan. The following tables detail the value of export from the top 
three major ASEAN export and import partners for Malaysia. As immediate 
neighbours, trade with Singapore, Indonesia and Thailand have naturally 
contributed significantly Malaysia’s economy. Nonetheless, in recent years 
Vietnam has also become a major export partner for Malaysia. Malaysia is 
currently also working to increase its intra ASEAN trade share so as to capi- 
talize of the regions huge market. During the 34th ASEAN Summit in 2019, 
Malaysian Prime Minister, Mahathir Mohammad pointed out several areas 
of cooperation within ASEAN, which can be capitalized by Malaysia and 
these include tourism and substitution imports (Alagesh, 2019). 


TABLE 1. MALAYSIA - MAJOR EXPORT COUNTRIES WITHIN ASEAN, 2018-2020 
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COUNTRY VARUE CEEXPORTS PERCENTAGE (%) 
(IN RM BILLION) 
2020 
Thailand 2019 


2020 
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SOURCE: Compiled by the authors from Malaysia External Trade Development Corporation (MATRADE), 


http://www.matrade.gov.my/en 


TABLE 2. MALAYSIA - MAJOR IMPORT COUNTRIES WITHIN ASEAN, 2018-2020 


VALUE OF IMPORTS 
COUNTRY PERCENTAGE 


2020 34.86 
(January - June) 
2018 103.07 


2020 


(January - June) 


Thailand 
2019 


SOURCE: Compiled by the authors from Malaysia External Trade Development Corporation (MATRADE), 


http://www.matrade.gov.my/en 


2020 16.97 
(January - June) 


Over the years, foreign direct investments (FDI) from ASEAN member 
states into Malaysia have also been steadily growing. In 2016 alone, total 
FDI from ASEAN member states into Malaysia amounted to RM8.6 billion 
and the major investors were Charoen Pokphand (Thailand), Wilmar (Singa- 
pore), Muslims Mas (Singapore), Tipco Asphalt (Thailand), San Miguel 
(Philippines) and TCC Group (Thailand). It was also reported that between 
2010 and 2016 alone, Malaysia invested RM76.4 billion in ASEAN coun- 
tries which accounted for some 24.4 percent of Malaysia’s total outward FDI 
for the said period (Jaafar, 2017). 
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In addition to joint ventures and the inflow of FDI from the region, Ma- 
laysia has also benefited immensely from the significant increase in tourist 
arrivals from the ASEAN member states into the country. In fact, the ASEAN 
member states are major source of tourist arrivals for Malaysia, in addition 
to China, India, South Korea and Japan. Statistics on tourist arrivals in Ma- 
laysia between January and September 2019 alone, clearly showed Singa- 
pore the major source of tourists for Malaysia, with Indonesia coming in the 
second place. Of the more than 20 million tourists that visited Malaysia for 
the said period, tourists from Singapore alone amounted to 7.8 million while 
those from Indonesia accounted for 2.7 million. In fact, of the top ten coun- 
tries that were Malaysia’s source of tourist arrivals, six were from the AAEAN 
region (Abas, 2019). This in turn has spurred the dramatic growth in the coun- 
try’s tourism industry thus making it one of the country’s important sector. 


TABLE 3 MALAYSIA - TOURIST ARRIVALS BY COUNTRY OF ORIGIN, JANUARY-SEPTEMBER 2019 


COUNTRY OF ORIGIN NO. OF TOURISTS 


Pcommvoronn [no orroums 
ee 


317,294 


Philippines 


SOURCE: Azura Abas. Malaysia records more than 20 million tourists in first 9 months of 2019. New Straits 
Times, 26 November 2019, https:/Avww.nst.com.my/news/nation/20 19/1 1/542286/malaysia-records-more- 
20-million-tourists-first-9-months-2019#:~:text=Tourism%2C%20Arts%20and%20Culture%20Minister,- 
South%20Korea%20(508%2C080)%3B%20Vietnam%20 


Malaysia has also enjoyed the benefits of the bilateral Free Trade Agree- 
ments (FTAs) signed within the ASEAN framework. These include the ASE- 
AN-China FTA in 2005, the ASEAN-Korea FTA in 2007, the ASEAN-Japan 
FTA in 2008, the ASEAN-Australia-New Zealand FTA in 2009 and the ASE- 
AN-India FTA in 2010 (ASEAN, 2020). Moreover, as ASEAN moves forward 
with the formalization of the Regional Comprehensive Economic Partner- 
ship (RCEP) which will broaden ASEAN’s economic framework as well as at 


298 


DR © 2022. Universidad Nacional Aut6noma de México-Instituto de Investigaciones Juridicas 


Esta obra forma parte del acervo de la Biblioteca Juridica Virtual del Instituto de Investigaciones Juridicas de la UNAM 
www. juridicas.unam.mx Libro completo en: 
https://biblio.juridicas.unam.mx/bjv https://tinyurl.com/4y8m6zcc 


the same time ease and reduce the barriers to trade. Although economic in- 
tegration in ASEAN is nowhere near that of the European Union (EU), it 
would be a discredit to the organization to dismiss the cooperation that its 
member states have continued to foster over the years. There is a like mind- 
edness amongst the ASEAN member states in pursuing economic prosperity 
in order to secure the region and encourage the well-being of its citizens. 


VII. CONCLUSION 

For Malaysia, ASEAN has served as an important bedrock in its international 
engagement strategy. As one of its founding members, Malaysia places great 
importance to ASEAN in its foreign policy and will definitely continue to 
do so in the future. The most important factors that come into play, namely 
peace, stability, neutrality and prosperity of the region — can all be achieved 
through the deepening of meaningful cooperation and integration between 
the ASEAN member states. It goes without saying that current challenges 
such as the Covid-19 pandemic clearly point to the dire need to enhance re- 
gional cooperation as a means to address issues and concerns that are trans- 
national in nature. In other words, not just regional but even inter-regional 
cooperation is vital in confronting such new and emerging challenges and 
this would surely expand the areas of collaboration between states around 
the world. It therefore evident regional and inter-regional entities such as 
ASEAN will remain relevant in not just enhancing cooperation but even 
providing solutions to regional issues and concerns. Nevertheless and having 
said that, the deepening of United States-China rivalry may however prove 
a destabilizing factor for ASEAN especially considering the fact that ASEAN 
remains split over the South China Sea dispute. This may prove a litmus test 
for ASEAN in not just ensuring peace and prosperity in the Southeast Asian 
region but even in maintaining its centrality. 
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|.ABSTRACT 

In the early 1990s, Malaysia, along with other East Asian 
countries, such as South Korea and Singapore, has been 
widely mentioned in the East Asian Miracle narrative among 
scholars, policymakers and relevant stakeholders. Today, 
Malaysia is one of the high performing Southeast Asian 
economies — only third to Singapore and Brunei respective- 
ly. Thanks to its political stability, foreign investment incen- 
tives, sound macroeconomic management, planning and 
a favourable resource endowment. By utilising document 
analysis of both primary and secondary sources, this study 
seeks to examine the extent to which Malaysia’s economic 
condition influence the outlook of Malaysia’s international 
vision. It asks two main research questions. Firstly, to what 
extent Malaysia’s economic development has been able to 
influence its stand at the international level. Secondly, what 
is the other conditions (or lack thereof) could determine 
Malaysia’s vision at the international level. The findings of 
this chapter suggest that economic stability, though neces- 
sary, is not sufficient conditions in determining Malaysia’s 
global vision. Equally important is political will and capaci- 
ty from the part of the political leader, as well as the imple- 
mentation of well-thought-out policies and plans. 


Il. INTRODUCTION 

Malaysia, a small multiracial country located at the South- 
east Asian region has demonstrated its resilience, capability 
and political will to establish itself as a prosperous, stable, 
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and dynamic nation in the region, if not among developing countries. Rep- 
resented by three major ethnic groups — the industriousness of the Chinese, 
the ‘give-and-take’ of the Indians, and the harmonious nature of the Ma- 
lays; Malaysia is a country that developed based on its own desired pattern 
(Awang, 2017, p. 11). It made to the tenth-fastest growing economy in 1970- 
90. As an ethnically heterogenous, this was expectational — considering a 
group ethnically heterogeneous countries were far poorer in 1990 than eth- 
nically homogeneous countries and achieved a much lower growth rate of 
real per capita income in 1965-90 (Snodgrass, 1995: p. i). 

From the time of independence, Malaysia has continued to enhance its 
international presence by expanding economic ties with the world, focusing 
on trade and investment. Malaysia was ahead of the curve to set aside ideo- 
logical differences in conducting foreign relations. Indeed, diplomatic ties 
with USSR (Russia) and China were forged during the Cold War and not 
long after it gained independence from one of the major countries that 
champion democratic norms and ideology — the British — a country which 
held much influence over her during the formative years. Further, Malaysia 
also nurtures good relations with developing countries alongside the least 
developed ones such as Samoa and Papua New Genie (to name a few). As 
such, not only it became closer to developing countries or third world, but 
was also critical of the developed nations, especially from the West such as 
the Great Britain (its ex-colonizer) and the United States. 

Malaysia was at the forefront to oppose the emergence of Western-led 
world order following the end of Cold War which discriminate against the 
interests of the developing countries across the board, much less in the eco- 
nomic domain. A case in point is her active role in the promotion of South- 
South Cooperation and East Asian regionalism. Both were designed strength- 
en the voice of the developing world and to facilitate greater political and 
economic cooperation with the developing countries. For instance, through 
the framework of South-South Co-operation, a partnership based on the 
win-win formula was forged between Malaysia, African and Latin American 
countries (Bernama 1996). The most notable example was the International 
Smart Partnership Dialogue which was held between Langkawi and Africa 
(consecutively) over the period of ten years since 1995. Such enterprise has 
generated both tangible and intangible benefits for all member countries 
(Bernama, 1996). 

Malaysia’s bold and unorthodox approach in confronting the ASEAN Fi- 
nancial Crisis (1997) also did not go unnoticed (Hasan, 2002). Her decision 
to decline IMF assistance and chart its own course out of the crisis was dif- 
ficult but proved to be rewarding. Not only did Malaysia recover quicker 
than other countries but the move also demonstrated her capacity for both 
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independence and leadership in the region (Elangkovan & Said, 2013, 
p.629). Indeed, her relentless efforts to promote regional cooperation was 
responsible for the creation of ASEAN+3 (China, Japan, South Korea) 
grouping which aimed to enhance East Asian co-operation particularly in the 
economic field. This platform has since become the linchpin for ASEAN’s 
dialogue with Northeast Asia. 

Despite the daunting challenge, Malaysia is still known as one of the 
prosperous and peaceful countries amongst the developing, much less Mus- 
lim world. For instance, it has reached the top end of the upper middle -in- 
come range: ranked 27" in the Global Competitiveness Index and 15'in fi- 
nancial market. Its Gini-coefficient — a measure of the distribution of income 
across a population — score (0.41), about the same as the United States’ 
(0.415) (Sheng, 2020). This shows that although Malaysia is yet to be a de- 
veloped nation as envisioned in her Wawasan 2020, but it has achieved no- 
table milestone in the economic field transforming from an economic back- 
water to one of Asia’s leading economies. 

Set against this backdrop, this chapter seeks to examine the factors (in- 
ternal and external) that shaped Malaysia’s economic growth and the extent 
to which it has determined her global vision. More specifically, it asks how 
Malaysia economic development informed her stand or posture at the inter- 
national and regional levels. Secondly, this chapter seeks to explore other 
factors (or lack thereof) that could determine Malaysia’s vision at the global 
level. For that purpose, the analysis is based on the decision and achieve- 
ment of each Prime Minister which include: Tunku Abdul Rahman, Tun 
Hussein Onn, Mahathir Mohamad, Najib and Najib Razak. This chapter 
applies qualitative method, and the data were retrieved mostly from internet 
sources, which include the official public document and online media on the 
information pertaining to Malaysian economic and foreign policy. The 
speech, official statements and press release made by the Malaysia's highest 
policymakers, namely prime ministers, and relevant and related foreign min- 
isters were used to facilitate this study. 


Ill. MALAYSIA’S ECONOMIC AND INTERNATIONAL VISION 
This section discusses Malaysia’s economic development and the nation’s 
international vision during the premiership of Tunku Abdul Rahman, Tun 


Abdul Razak, Tun Hussein Onn Mahathir Mohamad, and Najib Razak. 


TUNKU ABDUL RAHMAN 

Malaysia got independent from the British on the 31* August 1957, and 
ever since then, economic development became key national agenda. The 
first prime minister of Malaysia was Tunku Abdul Rahman AI-Haj, who led 
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the country for thirteen years — from 1957 to 1970. As a newly independent 
country, it was not surprising that the focus of the government at that time 
was to ensure economic independency, through the reduction on the degree 
of external trade (Ariff 1973, p. 373). Economic development policies were 
focused to empower manufacturing sector so as to replace imports. This was 
done by establishment of mild protection policies and generous incentives. 
These efforts were deemed successful, whereby, the manufacturing sector in 
Peninsular Malaysia recorded a promising annual growth rate of 9.9 per cent 
between 1965 and 1970 while its contribution to GDP increased from 10.4 
per cent to 12.8 per cent in the same period (Ariff 1973, p. 373). 

At the same time, efforts for economic development were also focused on 
‘the rural poverty, susceptibility to international economic fluctuations, ex- 
cessive concentration of production in a narrow range of commodities, and 
dearth of manufacturing activities’ (Ariff 1973, p. 373). Rural poverty, among 
Malays and other indigenous people, or commonly known as the Bumiput- 
era became the main agenda of the Tunku’s government. This was reflected 
by the establishment of new infrastructures at the rural areas; improvements 
in agricultural techniques, whereby, majority of the Malays and Bumiputera 
involved (Ariff 1973, p. 374). The government also decided to implement the 
large-scale diversification program, in which, excessive specialisation in a 
few commodities and concentration of export markets in few countries were 
frowned upon (Ariff 1973, p. 374). 

It therefore can be argued that Malaysia’s economic development policies 
in the post-independence were very specific, which set up based on an iden- 
tified set of priorities, and most importantly, to achieve the targets within its 
capacity as a newly independent nation. Likewise, Malaysia did not set up an 
ambitious international vision during the premiership of Tunku Abdul Rah- 
man. As a newly independent state, the Federation practiced humble and 
modest foreign policy approaches (Institute of Diplomacy and Foreign Rela- 
tions 2008, p. 17), making sure that friends and foes did not intimidated 
with its external policies. The notion of “independent” and “non-aligned” 
were often used in the Federation’s foreign policy discourses. Nevertheless, 
it is an open secret that under Tunku, the Federation ’s foreign policy was 
widely known as ‘pro-British’, and as such Tunku emphasised that “one of 
our great tasks is to complete the defeat of Communist terrorism” (Institute 
of Diplomacy and Foreign Relations 2008, p. 10). Also, Tunku decided for 
the Federation of Malaya to become an active member of the Common- 
wealth due to the deemed benefits that the country would enjoy should the 
country join the organisation. This was not surprising occurrence since 
Tunku — an ariscrotic Malay, with Western education — who had lived half (if 
not more) of his life in Britain, and therefore, his norms and perceptions 
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were widely influenced by his experiences living abroad in Britain and work- 
ing with the British elites and technocrats. In addition, with the Cold War 
heightening in the region at the time when the Federation just gained its 
independence informed Tunku’s decision to maintain close relationship with 
the West rather than establishing new relations with the Communist ideology 
countries, such as China and Soviet Union (Hagiwara 1974, p. 384). Tunku 
also saw the importance of regional peace and stability, and therefore, he also 
focused on establishing and improving the Federation’s relationship with its 
neighbouring countries, namely, the Philippines, Singapore and Indonesia 
through an array of economic and political treaties signed at the Southeast 
Asian region. Indeed, Malayan pro-West, anti-communist foreign policy and 
good neighbouring policies through regionalism and regionalisation, propa- 
gated by Tunku Abdul Rahman contributed to the positive economic and 
political development of independence Malaya (Ott 1972, p. 227). 


TUN ABDUL RAZAK HUSSEIN: NEUTRALITY AND PEACEFUL RELATIONSHIPS 
(1970 - 1976) 

Tun Abdul Razak, the second Prime Minister of Malaysia has been able to 
lead and transform Malaysia, a newly independent country into one that is 
respected worldwide for its rapid economic development (Mansor & Syed 
Salleh 2015, p. 145). Malaysia’s economic performance under the leader- 
ship of Tun Abdul Razak — the second Prime Minster of Malaysia — in 1970s 
witnessing the decade of highest growth since independence (Jomo 2018, p. 
12). The doubling of national income between 1970 and 1975 from RM 895 
to RM 1,511 respectively, and continuously to rise to more than 150 per cent 
in 1981 (See Table 1) were the evidence of the exceptional economic growth 
for a newly independent country (Jomo 2018, p. 13). 

Malaysia’s economic in terms of manufacturing and services also saw a 
positive and rapid growth transformation; encouraging the rural Malay com- 
munities to work in urban areas which offer manufacturing and services 
activities Jomo 2018, pp.14-15). Unemployment number, therefore, was in 
declined, too. Interestingly, the decade was the years where women started 
to become important sources of labours working at various manufacturing 
and services lines. Malaysia had also achieved poverty eradication between 
1970s — 1980s, whereby the poverty rate reduced to 10 percent by 1984 and 
17 per cent by 1987 from 40 per cent in 1970, especially in Peninsular Ma- 
laysia Jomo 2005, p. 186). 

Much of the success of economic development during Tun Razak pre- 
miership owe to the formulation and implementation of the New Economic 
Policy (NEP). Launched in 1970 by Tun Razak, the NEP is a long term po- 
litical, economic and social transformation agenda, which aims to firstly, to 
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eradicate poverty irrespective of race, and secondly, to restructure the soci- 
ety. It was Mei 1969 racial riots that informed the government to adopt 
measures that could avoid similar outbreaks of violence among races in the 
future. One of the main reasons that led to the Mei 1969 racial riots was 
income gaps within each major ethnic group in Malaysia, namely, the Malays 
and the Chinese. The implementation of the NEP, therefore, aimed for na- 
tional unity and cohesion. In so doing, the NEP emphasised on the efforts 
toward ‘poverty eradication regardless of race’ and ‘restructuring society to 
eliminate the identification of race with economic function’ (Jomo 2005, p. 
206). 


TABLE 1. MALAYSIA NATIONAL INCOME, 1970, 1975, 1981 


wend 
GNP (RM million) 11,644 21,606 55,602 
National Income (RM million) 9,732 17,936 45,505 


Population (‘000) 10,877 11,868 14,128 
Real GDP (RM million) <7 | se 
National Income per Capita (RM) 895 


SOURCE: Jomo 2018, p. 13 


Tun Razak’s transformation agenda in terms of economic development, at 
the national level, did determine Malaysia’s stand and vision at the interna- 
tional level. One of the NEP strategies to eradicate the poverty was through 
the empowerment of Malays ethnic group with a number of policies that give 
advantages in terms of economic, political and social development to the 
Malays and the Bumiputera, since majority of them were (and still are) live 
in poverty. Tun Razak and the government firmed believe was that the Malay 
and Bumiputera ethnic group should be helped so as to allowing them to get 
the benefits of the country’s wealth distribution, and therefore the racial ri- 
ots could be avoided in the near future. Tun Razak’s ‘Malay and Bumipu- 
tra-first’ strategy, to some extent, created uneasiness among Chinese, asking 
the rationale behind it Jomo 2005). 

One of the methods to remedy the uneasiness among Malaysian Chinese, 
Tun Abdul Razak opted for an official and a closer relationship with China as 
part of his neutrality and non-alignment approaches (Hagiwara 1974, p. 
387). This was reflected by the result of the general election in 1974, where- 
by, the incumbent government, the Barisan National won the election with 
sweeping victory (Hagiwara 1974, p. 387). The confidence and trust of the 
Malaysian Chinese on the Razak’s government was paramount to the Malay- 
sia’s image as a dynamic and viable multi-ethnic state at the international 
level (UKEssays, 2018). In other words, Tun Abdul Razak saw that develop- 
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ment not only involves material gains that only focus on one race, but also, 
includes matter concerning to societal and political realms of all Malaysians. 
This was reflected in his statement in 1963 (cited in The Edge Malaysia 
2019), “on the human, cultural and religious aspects of our lives so that we 
can build up a Malaysia which is not only economically stable, but which is 
also a nation of people who are happy within themselves, self-reliant and 
secure within their own sincerity of purpose”. 

Under the leadership of Tun Abdul Razak, Malaysia brought about new 
changes in its foreign policy paradigm and international vision. Malaysia 
adopted a non-aligned stance, whereby it was not aligned to the West, nor 
was Malaysia aligned to the Eastern bloc. Tun Abdul Razak wanted Malaysia 
to become a neutral, non-aligned country, and distance itself from the West- 
ern bloc as Tun Abdul Razak felt that the pro-western democracies did not 
longer sustain Malaysia’s needs. Symbolic to this new approach at the inter- 
national level was state visit by Tun Abdul Razak to Russia and China in the 
1970s. Tun Razak was also insisted Malaysia to join Afro-Asian People’s Sol- 
idarity Organisation (APSO) — an almost communist bloc that Malaysia had 
been rejected to join (Mahathir Mohamad, 2000: 10). By 1974, Malaysia 
had officially established diplomatic relations with North Vietnam, China, 
and Soviet Union. Since then, the diplomatic relations between Malaysia 
and socialist countries, especially, China has broadened into trade and eco- 
nomic relations, considering the big markets that China has to offer to Ma- 
laysia’s rubber, and the opportunity to export cheaper machinery, chemicals 
and foods (Hagiwara 1974, p. 383). 

Malaysia's international vision during Tun Razak did reflect the needs and 
priorities set up at national level — national unity of a newly independent 
multi-racial country. Under Tun Abdul Razak, neutralization had become the 
key elements of Malaysia’s foreign policy. Tun Abdul Razak himself proposed 
Malaysia’s international vision for neutralization to the United Nations Gen- 
eral Assembly in New York in October 1971, whereby he received a lot of 
encouragement and acceptance from other nation states. At the regional 
level, Tun Abdul Razak managed to convince Association of Southeast Asian 
Nations (ASEAN) leaders to issue a joint communique that declared their 
commitment to cooperate and work together towards achieving Southeast 
Asia as Zone of Peace, Freedom and Neutrality (ZOPFAN). 

Economic, politics and societal conditions at the national level in the 
early 1970s, therefore, informed Tun Abdul Razak’s decision on adopting the 
neutrality approach on the matter concerning to diplomatic and foreign af- 
fairs. Also, Tun Abdul Razak’s firm believe on the importance for the South- 
east Asia as the ZOPFAN became Malaysia’s cardinal norms and vision in 
projecting the image of the country at international level. 


309 


DR © 2022. Universidad Nacional Aut6noma de México-Instituto de Investigaciones Juridicas 


s Juridicas de 


NAM 
jbro cng 
Je goalie c 
os ) ‘ 
— id v "i 
o yo 


a 


Esta obra forma parte del acervo de la Biblioteca Juridica Virtual del Instituto dewavestig 
www. juridicas.unam.mx 
https://biblio.juridicas.unam.mx/bjv 


TUN HUSSEIN ONN (1976 - 1981) 

Tun Hussein Onn (1976 — 1981), the third Prime Minister of Malaysia took 
over the leadership role from Tun Abdul Razak untimely death in early 1976. 
As Tun Hussein Onn was Tun Abdul Razak former deputy, and finance min- 
ister, it was not surprising occurrence when the former largely pursued the 
policies decided upon during the later premiership. Malaysia’s development 
blueprint and strategy, therefore, were geared towards bridging the racial di- 
vide and putting an end to the economic disparities and classification among 
major ethnic groups. 

Likewise, Tun Hussein Onn maintained his predecessor’s stance on for- 
eign affairs and his international vision, in which Tun Hussein Onn empha- 
sised on the stabilisation of security situation in the Indo-China region due 
to the intensifying of the Cold War in the region. It was during Tun Hussein 
Onn’s premiership that two significant multilateral agreements were signed, 
namely, the ASEAN Treaty of Amity ad Cooperation (TAC) 1976, and Coop- 
eration and the Declaration of ASEAN Concord. Both agreements generally 
aim to maintain the peace and stability in the region through friendly nego- 
tiations or good offices, mediation, inquiry of coalition. 


MAHATHIR MOHAMAD (1981-2003) 

Mahathir Mohamad, who is internationally known as a vocal, visionary, 
and decisive leader, not only has transformed but also modernised, indus- 
trialised, and strengthened the national economy within his 22 years pre- 
miership as the fourth Prime Minister of Malaysia. Mahathir’s contribution 
to modernising Malaysia could not be denied, as he is known as the Father 
of Modernization for Malaysia. This includes his contribution to advanc- 
ing Malaysia’s rapid economic growth, primarily through privatizing policies 
that cover various sectors such as airlines, utilities, and telecommunications. 
Mahathir has transformed Malaysia from a developing agricultural country 
to a modern and progressive Muslim country through the inculcation of 
Islamic Values policies, embodying the universal Islamic values into the gov- 
ernment’s working culture. The establishment of Bank Islam Malaysia Ber- 
had (Islamic Bank) and the International Islamic University of Malaysia, the 
introduction of Islamic Civilization and Malaysian Studies as a compulsory 
course for all undergraduates’ programs at local university, the increasing of 
airtime on television and radio for Islamic programs did occur during Maha- 
thir’s premiership (Hassan 2007, p. 298). 

Mahathir’s efforts to nation-building also geared toward industrialisation 
through state intervention to promote heavy industrialisation by emulating 
the Japanese’s and South Korean’s impressive economic development (Jomo, 
2003). He introduced the “Look East” policy, welcoming the money, experi- 
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ences and technology of Japan and South Korea in the 1980s — 1990s (Noor 
Shams, 2016). Mahathir understood that Japanese companies such as Toyo- 
ta and Hitachi, to name a few, needed cheaper production bases outside Ja- 
pan to remain competitive due to the rising cost, severe labour shortage and 
the strengthening of Yen that would threaten their business profits (Noor 
Shams, 2016). Therefore, Mahathir’s focus back then was to convince those 
Japanese companies to invest in Malaysia in a big way. Mahathir succeeds! 
Malaysia became industrialized, shifting its emphasis to export manufac- 
tured goods such as air-conditioners, refrigerators, televisions and comput- 
ers rather than selling raw material like tin and rubber just like decades ago. 

As mentioned earlier, Malaysia experienced its fastest economic develop- 
ment in the 1970s, with average 7.9 % of economic growth. However, it was 
during 1980s that growth really could be felt by all walk of life of the Malay- 
sian (Noor Shams, 2016). Indeed, the only comparable period of high growth 
in Malaysia to that of what had been achieved in 1970s was during the pre- 
mierships of Mahathir, particularly from the late 1980s until the 1997 Asian 
Financial Crisis, which saw growth averaging 8.0% (Jomo, 2005). 

Mahathir’s economic blueprint focused on three main components, name- 
ly, a heavy industrialisation drive, a ‘privatization’ programme and a ‘Malaysia 
Incorporated’ orientation. The heavy industrialisation drive drew its inspira- 
tion inspired by the South Korea state-led late industrialisation programme 
and was made possible by equity participation and technology transfer from 
both Japanese and South Korean corporations (Teik 1997, p. 13). The ‘na- 
tional car’ project (Proton), and a steel complex (Perwaja) are the case in 
point in discussing Malaysia’s experience in heavy industrialisation project. 
The ‘privatization’ policy aims to reduce state expenditures and involvement 
in other areas of commerce and business (Teik 1997, p. 14), especially on the 
matter concerning to the national infrastructures and services such as Malay- 
sia’s system of expressways, ports, power plants and telecommunication facil- 
ities. Through the privatisation policy, Mahathir’s government had success- 
fully boosted economic growth, ensured efficient distribution of resources, 
reduced its financial burden, increased efficiency and work productivity, 
among others (Chow, 2019). The ‘Malaysia Incorporated’ policy attempted to 
remould the relations between the public and the private sectors (Teik 1997, 
pp. 14-15). The underpinning idea to the Malaysia Incorporated was that for 
the government to manage the nation as a “corporate” or “business entity” 
jointly owned by both the public and private sectors (Guie 2018). 

With the outstanding achievement in transforming the national econom- 
ic development, Mahathir then focused on elevating Malaysia’s profile as a 
progressive developing Muslim country at the international level. Mahathir 
begun to orchestra a dynamic balance between domestic capacity and external 
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performance (Nathan, 1995, p. 225). Mahathir declared the Malaysia Vision 
2020 in 1991, with the ultimate objective to be a “Malaysia that is a fully 
develop country by 2020 ... in our own mould” (Mahathir Mohamad 1991). 
The Vision 2020 outlined nine challenges that Malaysia needed to tackle to 
achieve developed status; fostering a united country; a society with a liberat- 
ed spirit; a democratic society; a moral and ethical society; a liberal society; 
a scientific and progressive society; a caring society; an economically just 
society; and a prosperous society. Fast forward 30 years later, Malaysia is yet 
to achieve the status of a developed nation “because it fell short in certain 
fields” (Mahathir Mohamad, cited in Bernama 2020). Nonetheless, accord- 
ing to Mahathir, the architect of the Vision 2020, Malaysia has made a pro- 
gressive transformation following the launch of the vision in 1991, when he 
said (cited in Bernama 2020), “The people are more prosperous, the country 
is more prosperous and development is evident throughout the country, with 
better infrastructure. The fact is many aspects of Vision 2020 have been 
achieved.” Moreover, not only the Vision 2020 guided and set the parameters 
of Mahathir’s leadership for Malaysia, but also for ASEAN during his pre- 
miership. As such, Mahathir’s ‘Vision 2020’ also transcended at ASEAN level 
with the ASEAN 2020’ document, charting the direction of ASEAN towards 
the year 2020 (ASEAN Secretariat 1997a). 

With the progressive economic development, Mahathir emphasised eco- 
nomic foreign policy so as to strengthen Malaysia’s position at international 
level. Mahathir rapidly expanding Malaysia’s international trade capacity as 
reflected by numerous trade agreements signed in conjunction with the Ma- 
laysian premier’s visits to Africa, South America, the South Pacific, the for- 
mer Soviet republics in Central Asia, and the Caribbean (Nathan 1995). The 
building of new economic links with the South countries is a double-sword 
strategy; firstly, to reducing over-reliance on Western markets, and secondly, 
to garner international support for Malaysian views on the emerging post- 
Cold War international order (Nathan 1995, p. 233-234). This was in lined 
with the Vision 2020 agenda to utilise Malaysia’s export potential and the 
penetration of new markets for Malaysian merchandise, capital, and invest- 
ments (Nathan 1995, p. 233-234). 

Malaysia also continuously working with developing and third world 
countries at the international level as an avenue for experience sharing and 
capacity building efforts. Unlike other majority of the newly appointed heads 
of state or government of third world county, who would make his or her 
official state visit to the United States of America, Mahathir decided to first 
visit Malaysia’s closest neighbour, Indonesia. Indonesia and other regional 
countries, as well as the Associational of Southeast Asian Nations (ASEAN), 
became the main priority of Mahathir’s foreign policy. At the same time, 
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Malaysia became friendly with poor country such as Samoa, Fiji, Papua New 
Genie, Sudan and many more. Through the G15 —a group of 15 non-aligned 
countries, Mahathir Mohamad has made shifts towards Africa and Latin 
America as well. The decision to be friends with small countries was mainly 
influenced by the economic factor. By befriending with other non-aligned 
and poor countries, it provided opportunities for Malaysia to boost its tour- 
ism industry, and most importantly to add numbers on Malaysia’s trading 
partner (Siraj 2020; p. 10). 

Mahathir also prepared the nation for a more visible and assertive role at 
the international level through active participation at the United Nations, 
and by holding positions of leadership in several international organizations 
such as ASEAN and Organisation of Islamic Countries (OIC), and various 
international events (Nathan 1995; p. 234). During his tenure for example, 
Malaysia became leader of G-77; president of the twenty-fifth UNESCO 
General Conference; alternating UN Security Council Member from 1988- 
90; host for 1998 Commonwealth Games, and many more. Though its active 
participation at the international level, Malaysia has been able to improve its 
economic cooperation, boosted its international trade and develop its foreign 
policy (Siraj, 2020; p. 10). 


ABDULLAH AHMAD BADAWI 

On 31 October 2003, Tun Abdullah Ahmad Badawi who is fondly called as 
Pak Lah took over as the fifth Prime Minister of Malaysia. His appointment 
played a significant role in Malaysia political history following the stepping 
down of his predecessor Tun Dr Mahathir Mohamad, the modern Malaysia’s 
founding father who helmed the government for 22 years. It was not an easy 
journey for Pak Lah to lead a country which had been under the leadership 
of a visionary, bold, brave and charismatic leader for 22 years. Indeed, none 
has achieved greater than what Mahathir has during his reign. Thus, when 
Abdullah took over the batten, the expectation for the PM to provide better 
leadership was undoubtedly high. 

Hopes and expectations for Pak Lah to provide a better leadership for 
Malaysia emerged when he won a landslide victory in 2004 general election. 
With confidence, Pak Lah offered a more moderate image, cracked down 
several figures known for their corruption under Mahathir, and came out 
with his own mantra to reflect his participative leadership style, “work with 
me, not for me” (Pandian, Omar & Mohd Sani, 2010). As such, no sooner 
after being sworn in, Abdullah forged his own signature for the nation but 
kept some fundamental dynamic in consonance with his predecessor. On the 
domestic front, Abdullah advanced two notable policies: Mission 2057 and 
Islam Hadhari (IH). Mission-2057 was for Abdullah what Vision-2020 for 
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Mahathir in that both desired to leave their mark on the progress of Malaysia 
in socio-cultural and economic terms. That aside, the major concern of Ab- 
dullah was to ensure that Malaysia is on track to achieve the target set out in 
the vision 2020 before his Mission of 2057 can be realized. Meanwhile IH 
sought to promote a moderate or progressive view of Islamic civilization as 
Abdullah (2005, cited in Agence France Presse): ‘we are responsible for en- 
suring that the culture of extremism and violent acts in the name of Islam 
does not happen in Malaysia’. 

Under his administration, Malaysia attached great importance to eco- 
nomic reforms but with a focus on was on agriculture as he believed that 
industry could generate wealth and reduce poverty particularly among those 
from rural areas. The increment of more than 70% of the Ninth Malaysia 
Plan budget for agriculture, compared to the previous year’s budget show the 
importance of agricultural industry during Pak Lah’s tenure (Reen, Mokhtar 
& Jamir Singh 2012, p. 181). Among the projects undertaken included the 
set-up of the Malaysian Agro-Exposition Park Serdang (MAEPS) to support 
and promote Malaysian agricultural excellence through events and activities, 
including the biennial Malaysian Agricultural, Horticulture and Agrotourism 
Show (MAHA). This is Malaysia’s largest agriculture-related event, drawing 
500,000 national and foreign visitors. The high-impact event is an opportu- 
nity for agro-entrepreneurs, buyers, investors and service providers to meet 
and showcase their products and services. In addition, Pak Lah’s economic 
policy called for more foreign investment, the privatisation of government 
assets and signed a free trade agreement with Japan — one of Malaysia’s ma- 
jor trading partners (Hays 2008). In addition, several mega projects were 
planned during Abdullah’ tenure, such as, restructuring LRT railway track in 
Klang Valley, Ipoh-Padang Besar, a West Coast Highway and a Penang Mono- 
rail (Reen, Mokhtar & Jamir Singh 2012, p. 182). Yet, the focus of Pak Lah 
in terms of economic development was on agriculture as he believed that 
industry could generate wealth and reduce poverty particularly among those 
from rural areas. 

The aforementioned priorities set up at the national level by Pak Lah also 
shaped Malaysia’s Foreign Policy posture. Akin to Mahathir, Abdullah con- 
sidered foreign policy as the best avenue for Malaysia to pursue its national 
interests. Abdullah’s style and Malaysia’s foreign policy under his tenure, 
however, a slightly different from that of Mahathir’s. Abdullah Badawi ad- 
ministration were engagement, quiet diplomacy, constructive solutions (as in 
bilateral relations with Singapore) — a shift from Mahathir’s blunt, critical, 
sometimes adversarial champion of the Third World (Martinez 2004, p. 203). 

On the regional level, Malaysia continued to promote regionalism in East 
Asia through ASEAN-affiliated agencies. A case in point is Malaysia’s backing 
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of ASEAN-China Free Trade Agreement (FTA) signed in 2001 designed to 
increase economic exchange and cooperation between the two nations and 
promote greater integration in East Asia through the ASEAN+3 platforms. 
For instance, it was also under Abdullah that, the first ‘East Asian Summit’ 
(EAS) was convened in 2004 akin to the EAEG proposed by Mahathir in the 
early 1990s. The main goal of this summit is to be an ‘open, inclusive, trans- 
parent and outward-looking forum... to strengthen global norms and univer- 
sally recognised values’ (ASEAN Secretariat 2005). The EAS seeks to pro- 
mote ‘dialogue on broad strategic, political and economic issues of common 
interest and concern, with the aim of promoting peace, stability and eco- 
nomic prosperity in East Asia’ (ASEAN Secretariat 2005). 

Under his watch, Malaysia’s international standing was enhanced. For in- 
stance, Malaysia served as a Chair of the Organization Islamic Conference 
(OIC), the largest grouping of Muslims nations. This made Malaysia a leader 
of the Muslim world and increase its strategic values to big powers and other 
non-Muslim countries seeking to gain greater access to their markets. During 
Abdullah chairmanship, Malaysia was also able to articulate OIC’s views on 
Israel-Palestinian problems and promote a peaceful resolution to the on-go- 
ing conflicts in Iraq. Malaysia’s elevated profile was not limited to Muslim 
world. From 2003 to 2006, Abdullah also chaired the non-aligned movement, 
an organization that represents two thirds of the world population. As such, 
Abdullah maintained the stance that had been firmly established during Ma- 
hathir’s premiership and therefore, focusing on the Malaysia’s role as the de- 
fender of the Third World and South-South rights/interests, and the architect 
of Malaysia’s entry into multilateral trade arrangements and new markets. 


NAJIB RAZAK 
Najib Razak, the son of Tun Razak (the second PM of Malaysia) took over the 
leadership in April 2009 following the dismal performance of Abdullah in the 
12th General Election when the BN-led government lost its sacrosanct 2/3 
seat in the parliament. As such, Najib was confronted with greater challenge 
than his predecessor. Overlapping to that was the Global Financial Crisis in 
2008 which posed a daunting challenge for Najib’s government. Indeed, a 
drop in demand from the US its major trading partner and the decline of FDI 
from the West in the post-2008 affected Malaysia’s export-oriented economy. 
As such, it was clear that the main concern of Najib’s government was to 
bring Malaysia’s economy back on the track since the failure to do so can 
generate domestic backlash against his leadership. 

Set against this, Najib advanced two economic policies: the National Eco- 
nomic Model (NEM) and Economic Transformation Plan (ETP). The NEM 


focused to tackle overcome the middle-income trap and renew the momentum 


315 


DR © 2022. Universidad Nacional Aut6noma de México-Instituto de Investigaciones Juridicas 


Esta obra forma parte del acervo de la Biblioteca Juridica Virtual del Instituto detavestig s Juridicas de JaNU 


www. juridicas.unam.mx so mee compete ¥ 
https://biblio.juridicas.unam.mx/bjv 


for economic growth 2010 (Md. Khalid 2011, p. 440). The ETP aimed to 
address the drastic decline to the Domestic Direct Investment (DDI) due 
to the number of issues such as capital flight and voluntary delisting from 
domestic stock markets in favour of those overseas (Md. Khalid 2011, p. 
440). When Najib took over prime minister office in April 2009, Malaysia 
was right in the middle of the 2008-2009 great global recession, and as a 
country which depends on international trade, Malaysia was severely af- 
fected. Nonetheless, under the leadership of Najib, Malaysia has been able 
to increase its gross national income had increased by nearly 50 percent, 
with 2.26 million jobs created (NST Business 2017). Malaysia also has been 
able to narrow the gap towards the high-income target from 33 percent to 
19 percent (NST Business 2017). In addition, 2.26 million jobs have been 
created in between 2009-2016, and almost half of it were high income jobs 
(NST Business 2017). 

According to Md. Khalid (2011), Najib’s economic trajectory did not in 
stark contrast with that of Mahathir’s. Both leaders succumbed to the 
‘Keynesian multiplier effect of government spending to boost aggregate de- 
mand in the economy’ (Md. Khalid 2011, p. 441). What’s more with the 
implementation of the ETP, it was a necessity for Najib to continue adhering 
to the Mahathir’s view of the economy as infrastructure driven. Najib intro- 
duced the ‘infra-rakyat’ (infrastructure for the people) to boost the economic 
growth which has been severely affected by the Global Financial Crisis 
2008-2009. The main focus of the ‘infra-rakyat’ policy was in improving pub- 
lic transportation system in the whole nation. This was reflected by Najib 
speech in 2018 (cited in The Sun Daily): “We were clear that we not only had 
to catch up, (but also) had to get ahead of the competition and have a public 
transport system that is truly world class.” An array of mega projects which 
aim to improve the standard of public transportation at par to that of devel- 
oped countries was launched during Najib’s premiership. That includes East 
Coast Rail Link (ECRL), Pan Borneo Highway, Mass Rapid Transit (MRT), 
High-Speed Rail (HSR) projects, to name a few. 

Najib held very dearly the formula that indeed, economic policy is a pri- 
mary determinant of a country’s foreign policy. This explains that under 
Najib’s tenure, ‘Malaysia’s foreign policy has been strongly influenced by 
domestic consideration’, particularly economic factors that are closely 
tied to political stability and regime legitimacy (Md. Khalid 2011, p. 439). 
Najib’s foreign policy and international stance, therefore, largely drew on 
the necessity to reassuring the existing trading partners and yet at the same 
time renewing economic links to achieve the objectives that have been 
set in the NEM document. Malaysia’s relationship with the People’s Repub- 
lic of China has been elevated to a higher degree, with the perception that 
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indeed China is seen as Malaysia’s new trading partner during Najib era, a 
role that Japan has been fulfilling during Mahathir’s premiership (Md. Kha- 
lid 2011, p. 448). This was clearly demonstrated by the Najib’s visit to Chi- 
na in June 2009, not long after he was appointed as the prime minister to 
renew the 35 years of Malaysia-China Relation. In 2017 alone, Malaysia 
had sealed 14 business MoUs between Malaysia and China worth RM144 
billion. The strong relationship between the two countries was also proven 
by an impressive bilateral trade, which total RM 376.63 billion in 2017 
(Ariff & Karim 2018). China’s President Xi Jinping described Malaysia-Chi- 
na relations during Najib’s tenure as being “at an all-time high” (Ariff & 
Karim 2018). 

With regard to the U.S, Najib were more eager to please the Washington 
when compared with Mahathir (Md. Khalid 2011, p. 448). Over the years, 
the U.S has been the largest source of FDI to Malaysia, and therefore, 
strengthening the relationship with the U.S was deemed necessary, especial- 
ly with the continuous assertive behaviours of China, exerting her influence 
in the Asia Pacific region. 

While China has been influential to both Malaysia’s economic and diplo- 
matic domains, the relationship of the two countries endangered with the 
unresolved territorial issues especially on the matter concerning to the South 
China Sea. Malaysia, therefore, needs to keep a more balanced relationship 
with all the major powers — that includes the U.S (Kuik 2013, p. 144). In- 
deed, the U.S has been Malaysia’s key trading partner with bilateral trade 
amounting to $USD40 billion annually (U.S Mission to ASEAN 2014). As a 
result, “the Najib government has stepped up efforts to increase bilateral 
trade and investment flows and decided to join the Trans-Pacific Partnership 
(TPP) negotiations” (Kuik 2013, p. 144). From the military and strategic 
realms, Najib premiership has intensifying Malaysia’s long-standing military 
cooperation with the U.S (Kuik 2013, p. 144). 

Malaysia's image at the international, however, slightly tarnished with the 
1 Malaysia Development Berhad (1 MDB) scandal. The 1MDB was a strate- 
gic development company driving new ideas and new sources of growth 
which was funded by Najib Razak in September 2009. It has been said that 
Najib allegedly received more than USD$1 billion in IMDB funds, some of 
which was used to buy jewellery for his wife (Reuters 2019). As expected by 
many observers, Najib lost his position at the 2018 general election mainly 
due to the IMDB scandal. Unfortunately, the scandal has also revealed Ma- 
laysia’s weak governance, poor internal controls within banks, the failure of 
watchdogs and enforcement bodies to take necessary actions partly due to 
the involvement political figures and networking and the corruption that 
involving officials, bankers and others (Jones 2020, p. 59). 
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TABLE 2. ECONOMIC DEVELOPMENT AND INTERNATIONAL VISION 


ECONOMIC DEVELOPMENT INTERNATIONAL VISION 
FOCUS AND LEVEL 


e Empowering manufacturing ¢ Humble and modest foreign 
policy approaches 
e “Independent” and 


“non-aligned 


TUNKU ABDUL RAHMAN | °C°tO™ 


© Decade of highest growth 
since independence 
e The New Economic Policy 


(NEP) 


e Neutrality approach 
TUN ABDUL RAZAK 


¢ The stabilisation of security 
situation in the Indo-China 


e Bridging the racial divide 
TUN HUSSEIN ONN among major ethnic groups. 


region 


e Heavy industrialisation e A more visible and assertive 


e Privatization programme role at the international level 


MAHATHIR MOHAMAD 


e ‘Malaysia Incorporated’ 
orientation 


¢ Islam Hadhari 


e Agricultural industry 


e Engagement 
ABDULLAH BADAWI © Quiet diplomacy 


© Constructive solutions 


¢ National Economic Model 
(NEM) 
© Economic Transformation 


Plan (ETP). 


e Reassuring the existing trading 
partners 


NAJIB RAZAK ‘ eos pe 
e Renewing economic links 


SOURCE: Authors’ Own Compilation. 


IV. MALAYSIA’S OUTLOOK: 2018 AND BEYOND 

It can be argued that Malaysia in 2018 and beyond is a country that trapped 
in between a myriad of political, economic, social and pandemic upheavals. 
Politically, it has witnessed three times of government changes in three years 
due to political and governance crisis. Economically, the country is grappling 
with the rising cost of living, particularly among the Malay population and 
among the youngsters; insufficient high skilled jobs opportunities especially 
for the youths (Head 2020); a slowdown in manufacturing growth (Ming 
2019); the increasing of federal debt; and the declining of government reve- 
nue, among others (World Bank Group, 2019). Socially, a deep cleavage has 
opened up around urban and rural populations, and the division of politics 
of race and faith, of East and West Malaysia. 

Nonetheless, there was optimism, hoping and expecting for a better Ma- 
laysia in May 2018. Indeed, 9 May 2018 marked the historic critical junc- 
tures on Malaysia’s domestic politics due to two main reasons. Firstly, the 
winning of the Pakatan Harapan (Coalition of Hope, or PH) in Malaysia’s 14" 
General Election (GE) by simple majority, which had ended the domination 
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of Barisan National (National Front, or BN) after nearly six decades in power. 
Secondly, the came back of former Prime Minister, Mahathir Mohamed in 
Malaysia’s political scene as the 7'* Prime Minister of Malaysia. With the first 
change of government since independence, the nation of “Malaysia Baharu” 
(New Malaysia) dominated the narrative of Malaysia’s political development 
back then. It is hoped that the New Malaysia would bring about transforma- 
tion of Malaysia’s system of governance; and against kleptocracy, the abuse of 
power, greed and corruption (The Malay Mail 2020). 

That optimism did not last long, however. The chances to change the 
trajectory of Malaysia’s outlook toward the New Malaysia have been wasted 
when the PH could not maintain and sustain their power as the incumbent 
government. The internal bickering and mishandling of the transition power 
from Mahathir Mohamad to Anwar Ibrahim — the prominent leader of the 
most dominant party in the PH — which scheduled in 2020, and no later, 
became the main factor that led to the comes back of the old regime under 
the leadership of Muhyiddin Yassin — a progressive and pragmatic leader 
(Tan 2018). 

Muhyiddin Yassin has sworn in as Malaysia’s eight Prime Minister after 
the resignation of Mahathir Mohamad as the seventh Prime Minister of 
Malaysia. It was Mahathir’s decision to resign, which resulted the collapse of 
PH — coalition government that had defeated the BN in 2018 GE. Muhyid- 
din then decides to pull his party, Parti Pribumi Bersatu Malaysia, or Bersatu, 
out from the Coalition and tied up with several parties, including the two 
most influential parties under BN — United Malays National Organisation 
(UMNO) and Islamist Party PAS — to form a new government on March 1, 
2020. This new coalition is called Perikatan Nasional (PN). Since then, 
Muhyiddin is muddling through his premiership on a narrow 113-seat ma- 
jority in the 222-seat Malaysian parliament. What’s more, his party is not the 
largest block of the PN coalition. Instead, Muhyiddin’s tenure is very much 
depending on the support of UMNO -— the largest party in Malaysia’s ruling 
political alliance. 

Muhyiddin leadership faced three formidable challenges to maintain his 
political legitimacy, and therefore, political stability of the country. First, to 
maintain support from other parties under the PN coalition, especially from 
UMNO’s. UMNO knows the weaknesses of the existing coalition, which 
very much survives with its support. UMNO has threatened to pull out 
Muhyiddin’s government, in a bid to extract concessions from his PPBM in 
the form a more senior positions in cabinet (Strangio 2020). Also, Najib 
Razak, who was defeated in 2018 election, but still one of the key influen- 
tial leaders in UMNO, was (and still is) wooing support from members of 
BN coalition (to which UMNO belongs) to back Anwar’s bid for the prime 
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ministership. Secondly, to maintain the cohesion within his own party, the 
PPBM (Strangio 2020). The PPBM suffers internal party bickering ‘from 
when Muhyiddin first took over and right till today’ (Kwan 2020). The third 
challenge is on the possibility of the changes of the government due to 
Muhyiddin’s ‘a razor-thin majority in parliament’ (Al Jazeera 2020). The 
announcement made by Anwar Ibrahim that he commanded a formidable 
majority in parliament in mid-October 2020 is evidence of this. Indeed, in 
August 2021, Muhyiddin resigned as the eighth Prime Minister of Malaysia 
after he failed to command the majority supports of the Members of the 
Dewan Rakyat (lower house of Malaysia’s Parliament). 

As a result, Ismail Sabri Yaakob has been appointed as the ninth Prime 
Minister of Malaysia. Presiding the nation at the height of the Covid-19 
pandemic, deep political divisions, and a battered economy; expectations 
were low for Ismail (Zainuddin, 2021). This is especially so when there is a 
possibility that Ismail’s government will only last maximum for two years 
before the next general election. What’s more, Ismail’s personality is relative- 
ly low profile when compared by other heavyweights in Malaysian’s politics, 
namely Mahathir Mohamad, Anwar Ibrahim and Najib Razak (South China 
Morning Post, 2021). 

Nevertheless, Ismail’s leadership has offered much-needed stability amid 
the political landscape shifts (Zainuddin, 2021). Ismail’s leadership witness- 
ing the inking of a historic bipartisan deal with opposition bloc Pakatan 
Harapan (PH), led by Party Keadilan Rakyat (PKR) president, Anwar Ibra- 
him. It is anticipated that the deal would pave ‘the way for political stability 
and institutional reforms’ (Anand, 2021). Among others, the deal stated that 
PH ‘will either abstain or vote for key government Bills in Parliament — in- 
cluding the Budget — as long as its demand on a number of policy reforms 
are met by government’ (Hassan, 2021). Consequently, Ismail scored his first 
victory when he has successfully convinced the majority of the Lower House 
to pass Malaysia’s biggest spending bills worth of Malaysian Ringgit MYR332 
billion. The spending plan for 2022 is crucial, as it is designed to chart a 
post-pandemic path for the nation and to spur its recovery progress into the 
endemic phase (Hassan, 2021). 

In general, Malaysia’s economic growth grows at a slower pace in the 
2021 amid the global pandemic and the relatively instability in politics and 
governance. Indeed, the COVID-19 has changed the “economic landscape 
in terms of production level, household spending, investment and labour 
market” (Department Statistics of Malaysia, 2020). Malaysia’s recorded the 
lowest economy growth of -17.1 per cent in the second quarter of 2020. In 
the third quarter, Malaysia’s GDP growth rebounded significantly by regis- 
tering -2.7 per cent. In addition, the government also faces various challenges, 
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including the weakening of Malaysian currency, the drop in oil prices (oil 
revenues account for 30 percent of state revenue) and the fall in commodity 
export prices. Moreover, political instability makes efforts toward intensify- 
ing economic growth a bit challenging. For instance, the benchmark FTSE 
Bursa Malaysia KLCI Index extended declines after Anwar’s announcement 
to slide 0.6 percent to 1,496.48 (Shukry & Heijmans, 2020). The Malaysian 
Ringgit also weakened at 0.6 percent to 4.1578 a dollar (The Bangkok Post 
2020). Nonetheless, challenging it may, Malaysia is still the 3"! largest econ- 
omy in Southeast Asia, behind Indonesia and Thailand, and it continues to 
perform promisingly, albeit slowly due to the global pandemic. Central Bank 
of Malaysia (Bank Negara Malaysia, or BNM) “had predicted that the Ma- 
laysia’s economy will rebound in 2021, with a projected GDP growth rate of 
5.5 percent to 8.0 percent” (The Malay Mail 2020). 


V. CONCLUSION 

It therefore can be argued that different leaders reflect a pragmatic response 
to the geopolitical and economic changes from time to time. It shows that 
economic condition is a necessary, but not sufficient condition for Malaysia 
to exert its influence at the international level. Malaysia’s experience shows 
that the norms, values, perception and principle of the political leaders are 
also cardinal in determining Malaysia’s position and vision at the interna- 
tional level. Equally important (if not more) that could determine Malaysia’ 
role at the international level is on the geostrategic and geopolitics settings 
both at regional and international level. The needs of the Malaysian, the 
pressures from civil societies and the demands of NGOs, to some extent, 
also informed the decision takes at the government level. Altogether, the 
interaction of these factors shapes and determines Malaysia’s take at the 
international level. 

Malaysia’s story shows the central importance of leadership towards na- 
tion-building efforts. The political will, courage, vision and commitment 
from the part of political leaders could transform a country from a develop- 
ing agrarian country to a modern and industrialised nation. It also demon- 
strates that bad governance, stalemate in leadership, corruption and bribery 
inhibit efforts toward national cohesion and nation building. These are the 
variables that Malaysia’s leaders should tackles so as to bring back Malaysia’s 
positive image as a progressive and dynamic developing country at the inter- 
national level. 
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I. ABSTRACT 

When the world entered into 21st Century, Myanmar’s 
economy still lagged behind in comparing with ASEAN 
founding member countries. The several underlying rea- 
sons are behind this issue and this paper will shed-light 
how transition Myanmar from military to civilian rule has 
dealt its efforts in reforming economy and how it has set 
for the economic outlook of the country by engaging with 
international community. This study will also highlight the 
second transitional government’s efforts and its effects on 
the economy and will trace the twelve-point economic pol- 
icy as an economic outlook that has not reached to the 
expected level of the economic growth to get a momentum 
due to political and economic challenges. The year 2020 
will be a challenging year for Myanmar economy due to 
COVID-19 pandemic that coincide with a nation-wide gen- 
eral election in coming November. The high expectation of 
people on National League for Democracy (second tran- 
sitional government) since forming government in April 
2016 seems to be declining due to its slow efforts in fulfill- 
ing socio-economic development of people even though the 
government slogan always voices as “People are the Key”. It 
raises the question what can we expect for Myanmar eco- 
nomic outlook in 2020 and beyond? This paper will discuss 
Myanmar’s economic reform in political transition period 
and its economic outlook with challenges ahead. 

Key words: Myanmar, transition, economy (economic out- 


look), COVID-19 


329 


DR © 2022. Universidad Nacional Auténoma de México-Instituto de Investigaciones Juridicas 


Esta obra fofmayparte 


g.de la Biblioteca Juridica Virtual del Instituto de | ones Jfridicas de la UNAM 


Lifro completo en: 


gl i. Mx ie 
https://bil a https? tinyud8m/4y8mézcc 


— CHAW CHAW SEIN / OAK SOE SAN a 


Il. INTRODUCTION 

Located in Southeast Asia, Myanmar is bordered to five countries, China in 
the north east, India and Bangladesh in the west and Thailand in the south 
and Laos in the north east. The long coastal line strengthening from the south 
and southwest by the Bay of Bengal provides easy access to the world’s major 
shipping lane. This blessing strategic position brings Myanmar as a bridge for 
Indian and Pacific Oceans for trades and transportations. Myanmar’s poten- 
tial of strategic location, its abundant natural endowment, young population 
for labour force and its historic economic reforms in 2010 draws attention to 
major power countries like China, India, Japan, Korea, US and Europe. 

Myanmar’s potential of natural resources makes colonial power competi- 
tion in the 19th century. Myanmar is also well known for its oil, natural gas, 
teak, gems, jade and various minerals and with this blessing or curse make 
current major power competitions on it. After regaining independence in 
1948 from British colonial rule, Myanmar practiced parliamentary democra- 
cy and the government attempted to create a Welfare State. In order to ac- 
complish this plan, some major private sectors such as transportation and 
lands were nationalized. However, economic plan called “Happy Land” 
which means “every family will own a house and a car plan” was not achieved. 
Due to political instability and failure of planned economy, the coup took 
place in 1962. After coup, the country was under strict Burmese Way to 
Socialism with centrally planned economy and it cannot create the success- 
ful economic system. Due to this unsuccessful economic system, Myanmar 
became Least Developed Country in 1987 and led to the nation wide politi- 
cal uprising in 1988. The country was under military administration for 
more than two decades after the uprising. 

Although military administration practiced open-market economy by in- 
viting Foreign Direct Investment (FDI), Myanmar was sanctioned by the 
west due to detaining political activists including Nobel Laurent Aung San 
Suu Kyi for being house arrest. More than two decades of military rule has 
been isolated the country by international community. During these years, 
Myanmar had relied on China for its economic development and FDI. The 
economic overdependence on China left Myanmar’s economy lagged behind 
the ASEAN member countries. To refrain from falling in the pawn of China, 
Myanmar applied for ASEAN membership and became a full-fledged mem- 
ber in 1997. To remedy the backward economy, the military administration 
introduced seven step of road map for political transition in 2003. In line 
with this road map, the first general election was held in 2010 even though 
the election was criticized by international community as not free and fair. 
After 2010 election, the first civilian government backed by military was 
formed and series of economic reforms were conducted. Myanmar has 


330 


DR © 2022. Universidad Nacional Aut6noma de México-Instituto de Investigaciones Juridicas 


Esta obra forma parte del acervo de la Biblioteca Juridica Virtual del Instituto de Investigaciones Juridicas de la UNAM 
www. juridicas.unam.mx Libro completo en: 
https://biblio.juridicas.unam.mx/bjv https://tinyurl.com/4y8m6zcc 


reached to second democratic transition by holding multi-party election 
again in 2015. The election marked as free and fair by international observ- 
ers and acknowledged with the landslide victory of NLD. The second transi- 
tion government was formed in 2016 and twelve economic policies were laid 
down for economic development. According to the World Bank Report 
“Myanmar Economic Monitor 2019”, Myanmar economy will reach 6.4 per- 
cent in fiscal year (2019-2020) (World Bank, 2019). Based on this back- 
ground, the paper includes three parts. The first part of the paper will ex- 
plain Myanmar’s economy in transition while the second part will focus on 
the current COVID-19 and its impact on economy. This paper concludes by 
highlighting Myanmar’s economic outlook with challenges ahead and some 
recommendations to escape from the economic decline. 


Ill. MYANMAR’S ECONOMY IN FIRST TRANSITIONAL PERIOD 
(2011-2016) 

The first civilian administration was formed in March 2011 after the Union 
Solidarity and Development Party (USDP), backed by military won na- 
tion-wide general election in 2010. While many international media praised 
its transition and frequently termed it as “Myanmar Spring”, domestic me- 
dia coined it as “New Myanmar” due to country’s getting rid out of strong 
military rule. Myanmar was away from democratic values and even Myan- 
mar society was not familiar with democratic practices. It was unimaginable 
challenges for New Myanmar government to implement series of reforms 
through new practice of Parliament, different interest of political parties, 
outgoing strong military institutions, different national races and rising civil 
society organizations. In this situation, it was quite challenging for this first 
transitional government to lay seeds for economic reforms and to become 
vibrant economic society. Diplomatic climate of Myanmar has changed after 
series of reforms were implemented under the first transitional government 
(2011-2016) led by President Thein Sein. 

Since its formation of government on 1* March 2011, President Thein Sein 
administration focused on two wishes of people: to live in peace and stability 
and to build the country with strong economy. Series of reforms with three 
phases have brought Myanmar to reconnect with international community. 
The first phase from April 2011 to May 2012 (political and economic reform), 
second phase from May 2012 to August 2014 (continuation of first phase by 
adding administrative reform and the third phase from August 2014 to March 
2016 (to deliver the benefits of reform to the people) (Ye Htut, 2019, p. 48). 

The economic outlook of President Thein Sein government was clearly 
stated in his inauguration speech delivered at the parliament on 30 March 
2011 (New Light of Myanmar, March 2011). He said: 
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“To ensure proper market economy designed to reduce the economic gap be- 
tween the rich and the poor... attract foreign investments and establish spe- 


cial economic zones to create jobs and technical know-how” 


In line with his commitment, government focus its priority for poverty 
eradication by holding the first national level workshop on Rural Develop- 
ment and Poverty Alleviation from 21-23 May 2011 in Nay Pyi Taw. The 
follow up of the workshop paved way for Myanmar to channel with interna- 
tional organizations like World Bank, Asia Development Bank, IMF which 
are important source to implement socio-economic development. The return 
of these international financial institutions together with aid agencies and 
foreign investors have brought Myanmar’s into reintegrate with international 
community. 

The economic outlook of government became much clearer after Frame- 
work for Economic and Social Reform (FESR) was adopted on 14 January 
2013. It is stated with clear vision; to meet the aspirations of Myanmar peo- 
ple for a better life, to accelerate Myanmar’s integration with international 
community and to meet the regional and global challenges of the 21‘ Cen- 
tury (FESR, 2013, p. 29). In line with this framework, several reforms were 
systematically implemented in collaboration with international financial in- 
stitutions. New economic policies including trade liberalization, investment, 
industry, finance and banking were introduced. Some laws which are not in 
line with market liberalizations were revised and replaced with new laws. To 
attract more foreign investment, Foreign Investment Law has been revised 
and three Special Economic Zones that have access to sea were established 
by enacting SEZ Law in 2014 (DICA, https://www.dica.gov.mm/en). 

Japan has been investing in Myanmar ranking 11 with its special interest 
in Thilawa SEZ, located nearby Myanmar capital, Yangon. As of April 2017, 
the zone has been hosting 82 foreign companies including Japan, Singapore, 
Thailand, Korea, Vietnam, Germany and India. This zone creates job oppor- 
tunity, boost local economy, improve local industrial sector and Myanmar’s 
export capabilities (https://www.myanmarthilawa.gov.mm/list-investors). An- 
other SEZ, Kyauak Phyu SEZ which is located in the west coast of Myanmar, 
an access to sea is now underway to be invested by China with the agree- 
ment of China-Myanmar Economic Corridor. This SEZ has been complicat- 
ed issues regarding with Chinese exploited extractive investment in Myan- 
mar. The third SEZ which is located in the South has drawn attention to 
Thailand for deep sea port. Regarding with FDI, China invested USD 
15198.304 million ranking top in 2015 with 31.83% followed by Thailand 
and Singapore (DICA, https://www.dica.gov.mm/en). It ranked first in FDI 
until 2019. Although the outgoing military regime in 2010 intended to sway 
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away from overdependence on China, these data shows that Myanmar can- 
not get rid of Chinese investments and trade. 

Series of economic reforms for better life for Myanmar people under the 
first transitional government continued to were implement by establishing 
such as restructuring of the Central Bank of Myanmar (CBM), by giving 
more independent decision. This permitted some important ministries espe- 
cially Ministry of Agriculture to have loan access from CBM on 16 August 
2013. This directly contributed to the rural development in combating pov- 
erty eradication which can also meet the UNSDG. For fiscal and financial 
reform, multiple exchange rate system including official exchange rate (USD 
1+ MMK 6.78), FEC rate, account transfer rate, black market rate, export 
earning rate, Hundi rate were cancelled by launching the managed floating 
exchange transactions. 

To create a more level playing field, information and telecommunication 
sector was reformed by approving Telecommunication Law in January 2014. 
After enacting this law, two new operators were licensed namely Telenor 
from Norway and Ooredoo from Qatar to provide service in Myanmar which 
expand to quality mobile access. Before transition period, a sim card for 
MPT was more than MMK 1,500,000 that small percentage of middle-in- 
come people can use. After allowing new foreign operators, the MPT it has 
reduced to MMK 1500 which is 150 times lesser than previous time. This 
reform led the government-owned Myanmar post and telecommunication 
(MPT) to separate policy and operational functions of the government as 
well as it led number of SIM card users has risen by 400 percent. According 
to U Soe Thein, Minister for Transport and Communication, it has increased 
to 39 million internet users in 2015-2016 comparing before reforms (Myan- 
mar Times, July 2016, https:/Awww.mmtimes.com/business/technology/). 

Gradual step with right direction of Myanmar’s economic outlook were 
recognized by international financial institutions and donors. Sweeping re- 
form process and significant in political reform transform Myanmar into 
market liberalization, a key to Myanmar economic development. Myanmar’s 
reform draws attention to multinational corporations, development agencies 
like USAID, JICA, JETRO, KOICA, international financial institutions and 
governments around the world. The 22" World Economic Forum (WEF) 
was held in Nay Pyi Taw from 5 to 7 June in 2013 with 1000 attendees from 
78 different countries. It was a remarkable record number of participants in 
the history of WEF in East Asia. The successful holding of WEF was the 
reflection of interest of international community in the development of 
Myanmar (New Light of Myanmar, June 2013). 

One of the objectives of Myanmar’s economic outlook is reintegrating 
Myanmar into international community. To meet this objective, the first 
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transitional government implemented not only economic reforms but also 
political reforms at the same time. Political reforms such as releasing of po- 
litical prisoners including Nobel Laurent Daw Aung San Suu Kyi who has 
been house arrest for 19 years, allowing more space for media and civil soci- 
ety. All these positive changes led to Myanmar’s re-engagement with the 
West especially with the US and EU that has been iced up relations with 
Myanmar due to forced labour and human rights issues. Both EU major 
countries and US are the Paris Club members and playing important role for 
providing debt relief to developing countries. In response to the reform, 
some Paris Club members cancelled the debt. 

Japan waived 176.1 billion (https:/www.mofa.go.jp/press/release/pres- 
s6e_000096.html). Germany waived 1.48 billion Norway cancelled all 534 
million owed to it making 60 percent of country’s total debt paving way for 
New Myanmar to meet the socio-economic development. (https://apnews. 
com/4bce74013cd29439aac). During the state visit of President Thein Sein 
to five European countries in March 2013, Finland pledged to contribute 
euro 6.5 million for development undertakings in Myanmar between 2014 
and 2016. Among the Paris club members, Italy has been supportive to 
Myanmar’s political and economic reform and facilitated to give Myanmar 
GPS under EU scheme (http://www.globaltimes.cn/content/776322.shtml). 
Two agreements on debt cancellation (Debt Cancellation and Restructuring 
Agreement and Debt Swap Agreement) were signed during his visit. The US, 
a key Paris Club member took different course in Myanmar’s reform by pro- 
viding aid to health and education sector through USAID. Besides these 
debt cancellation, European Union and the US that had imposed sanctions 
on Myanmar for nearly two decades offered Generalized Scheme of Prefer- 
ences (GSP) making Myanmar more competitive. 

According to the World Bank Doing Business Report of 2016, Myanmar 
ranked 167" in 2016 from 182 in 2013. The reason for favourable economic 
environment was the relaxing of rules and regulations for registration of a 
company (Global New Light of Myanmar, October 2019). It cannot be de- 
nied that the economic outlook of the first transitional government makes 
New Myanmar to become part of global economy. These successful reforms 
led to the acknowledgement of International Crisis Group (ICG) and pre- 
sented award to President U Thein Sein for a pioneer in carrying out historic 
reform and transformation of Myanmar with decisive leadership. (Myanmar 
Times, December 2012, https://www.mmtimes.com/national-news/345 1). 

Myanmar in the first transition is not a rosy picture as every transitional 
country faced with challenges in carrying out reform process. However, it 
can be seen that the vision of economic outlook of first transitional govern- 
ment has reached to some extent and laid seeds for the ongoing implemen- 
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tation of economic reforms for the second transitional government 
(2016-present). 


IV. MYANMAR’S ECONOMY IN SECOND TRANSITION PERIOD 
(2016-PRESENT) 

After landslide victory in 2015 general election, the NLD led by Daw Aung 
San Suu Kyi formed a government and can be remarked as second transi- 
tional government. The winning of NLD party with the campaign motto of 
“Change” makes peoples’ high expectation on Myanmar’s future to be on the 
right tract of democracy and last destination of economic hub. People voted 
for NLD with the belief that it could have more space than outgoing military 
back government to engage with the west for economic investment instead 
of China. 

The different direction of this transitional government reform was reorga- 
nizing the ministries from thirty two to twenty four which later led to weak 
governance in the cabinet. Daw Aung San Suu Kyi takes three positions as 
State Counsellor, foreign minister and president office minister. Besides tak- 
ing three ministerial positions, she is chairing several governmental commit- 
tees and this make slow process in implementing governmental policies. 
Some Union ministers are not assigned as the right man in the right posi- 
tion. Most of the chief ministers and ministers of the Regions and States 
have lack of administrative experience as they were once political prisoners. 
After restructuring the cabinet, the government needs to implement the 
NLD’s campaign motto “Change” including economy. In this context, the 
NLD set twelve-point economic policy on 29 July 2016 as an economic out- 
look, highlighting national reconciliation and job creation as basic consider- 
ations for the policy, guaranteeing nationwide equitable development, wel- 
coming FDI, privatization of some state-owned enterprises, supporting 
agriculture sector etc(The Global New Light of Myanmar July 2016). The 
NLD government's economic vision for the country seeks to achieve inclu- 
sive and sustainable economic development with national reconciliation, 
equitable development, protection of natural resources, and job creation as 
overarching goals. Many scholars criticized these economic twelve-point pol- 
icy of being too vague. To systematically carry out the economic vision, in 
August 2018, the government released the Myanmar Sustainable Develop- 
ment Plan (MSDP) (2018-2030). It identifies the targets for Myanmar’s de- 
velopment over the next ten years through three main pillars, five goals, and 
28 strategies with designated project implementation programs under each 
strategy and a total of 251 work processes (MSDP, 2018) 

In this regard, with the aim to invite foreign investment, ministries related 
to economy are reorganized and new ministries such as Ministry of Investment 
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and Foreign Economic Relations (MIFER), was formed on 19 November 
2019. Two departments namely, the Directorate of Investment Company Ad- 
ministration (DICA) and Foreign Economic Relations Department (FERD) 
have been incorporated into MIFER. Its responsibilities are to negotiate with 
international financial institutions, World Bank and Asia Development Bank 
to secure aids soft loans, technical assistance, policy support and project 
implementation. The Ministry of Commerce and Ministry of Planning and 
Finance (MoPF) play important role for country’s economic plan and nation- 
al budget allotment. In July 2019, the Ministry of Industry was combined 
under MPF and was renamed into Ministry of Ministry of Planning, Finance 
and Industry (MoPFI) (https://www.president-office.gov.mm) 

After two year taking office, the government faced chronic political chal- 
lenges such as new armed conflict with Arakan Army which expanded with 
large Rakhine community support and unresolved conflict of communal vio- 
lence in Northern Rakhine State. While outgoing President U Thein Sein 
was awarded prizes for his efforts and effective reform measures, Daw Aung 
San Suu Kyi, the winner of Nobel Peace prize and other awards for being 
democracy icon and human rights activist has been revoked due to not safe- 
guarding the human rights of communities in Northern Rakhine state 
(https://www.bbc.com/news/world-asia-46 179292). The US and EU coun- 
tries pressured her government to pay attention to this issue and to accept 
the UN Facts Finding Missions Report. The report illustrated to put military 
(Tatmataw) on trial for the violation of human rights on Bengali so called 
Rohingya. Rejecting all these accusations and responding with no accep- 
tance on these findings, the US and EU considered to impose sanctions and 
revoke Generalized System for Preference (GSP) status granted to Myan- 
mar. After analyzing that sanctions would effect on women workers in the 
garment industry, the EU and US changed their targeted sanctions on Tat- 
mataw. However, the fled of thousands of Bengali Muslim community into 
neighbouring Bangladesh and mistrust on government’s handling the con- 
flict led reluctant to foreign investors to invest in Myanmar. All these politi- 
cal challenges together with weakening currency, centralized bureaucratic 
procedures, unstable policies led her government in economic slowdown 
and significant decline in foreign investment. 

To remedy these aforementioned challenges and to draw the attention of 
international investment, the government launched Myanmar Investment 
Promotion Plan (MIPP) in October 2018 and expected to attract USD 200 
billion for next twenty years (DICA, https:/Awww.dica.gov.mm). In addition, 
the first international investment summit was held in January 2019 at Nay 
Pyi Taw in order to raise investment from East Asia. The Summit was attend- 
ed by 1,600 local and foreign delegates from seventeen countries (Global 
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New Light of Myanmar, January 2019) and after two weeks later, Rakhine 
State Investment Fair was held and both Japan and Korea showed their sup- 
port and interest for investing in the impoverished area. 

In order to examine Myanmar’s economic outlook, it is also necessary to 
explore the EU and US interactions with Myanmar and its implications. 
Recently, EU is facing with Britain’s withdrawal and focusing on domestic 
problems such as the migration issues related to terrorism, and EU also ac- 
cused Myanmar of human rights violation. In addition, US President Donald 
Trump “American First” policy steered Myanmar to its new economic direc- 
tion of Look East Policy with South Korea, Japan and China. This policy 
coincides with South Korea’s New Southern Policy by observing the South 
Korean President Moon Jae-in visit to Myanmar in September 2019. During 
his visit, ten MoUs covers shipping, logistic and ports development, science 
and technology, innovation etc. His constructive visit paved way to launch 
Korea Myanmar Industrial Complex which can contribute for job opportuni- 
ty and technological transfer for Myanmar. 

Japan continues its special interest in the Thilawa SEZ and continued 
support as collaborative trade partner. As of 2019, a total of 108 companies 
from nineteen countries had invested in this SEZ. The SEZ is the part of 
Japan’s plan for East West Economic Corridor under Greater Mekong 
Sub-region (GMS) economic cooperation. Although US targeted sanction 
on the Tatmataw, it can also be said that US as strategic partner of Japan 
being involved in Myanmar’s economy. The efforts of US Ambassador to 
Myanmar can be seen in trilateral cooperation with Japan by convening the 
first Myanmar-Japan-US forum on 20" August 2019 with some 250 partic- 
ipants. In October 2019, the US-ASEAN Business Council met with key 
actors including Union of Myanmar Federation of Chamber of Commerce 
and Industry. 

Myanmar’s strategic location is a bestowal for major power countries in- 
cluding China for deep sea ports and economic zones. China for many de- 
cades has taken the top list of FDI and continue to do so even after Myan- 
mar’s transition. Although China ranked top in the FDI list, its extractive 
investment like hydropower dam, coal mining has always faced with negative 
sentiment from Myanmar people due to environmental impact on Myanmar 
economy. However, every successive government has to deal with China and 
that is the fact of life for Myanmar. Knowing that China plays an important 
role both in peace and in socio-economic development of Myanmar, the 
government invited Foreign Minister Wang Yi to Nay Pyi Taw in April 2016 
for further development of cooperation between two countries. With the 
establishment of Asian Infrastructure Investment Bank and the Silk Road 
Fund within China’s Belt and Road Initiative, Chinese firms continue to play 
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an important role in Myanmar, not only in traditional energy and infrastruc- 
ture sectors, but also in manufacturing and services. Another notable sup- 
port of China on Myanmar’s socio-economic development is within the 
framework of Lancang-Mekong Economic Cooperation (LMC) in 2016. Un- 
der this LMC, Myanmar received USD 2.4 million for 10 Mekong-Lancang 
Special Fund projects (2017 batch) in the sectors of agriculture, cultural 
and connectivity. The two-day state visit of Chinese President Xi in January 
2019 cemented to implement some hasten infrastructure projects along the 
China-Myanmar Economic Corridor (CMEC) which is one of the economic 
corridors under the BRI. It marked the agreement of USD 1.3 billion deep 
sea port at Kyaukphyu in Rakhine State and plans for high speed rail links. 
The 1,700 kilometer corridor will connect Kunming, Yunnan province of 
China to Myanmar’s major economic cities Mandalay, Yangon and Kyauk- 
phyu SEZ. Although the government has committed this CMEC, there are 
several concerns among local people especially for the Rakhine community 
that how this CMEC will benefit for them. As the corridor is linking the least 
and most developed areas of Myanmar, it is expected that the corridor will 
support the country’s economic outlook. This might also contribute the 
NLD’s twelve-point economic policy in creating job opportunity. However, it 
is necessary to consider why millions of young Myanmar people leaving the 
country in search of works to neighbouring countries. 

Some salient points of second transitional government in implementing 
the economic outlook cannot be negligible. Some of the major reforms in 
2019 are liberalization of Myanmar investment sector, the launch of MyCo, 
the Project Bank and the Land bank. During the first half of 2019, foreign 
investment rose by 77% to USD 2.3 billion. With the installation of MyCo, 
more than 30,754 new companies and 46,377 existing companies have reg- 
istered on MyCo, bringing the total number of registered companies to 
77,131 by the end of May. The introducing of MyCo brought Myanmar rank- 
ing in “Doing Business Report (2019)” from 152 to 70 (Doing Business Re- 
port 2020). The CBM which is on the right tract since first transitional 
government continues to lower the interest rate policy in 2020 from seven to 
three percent to support businesses and lowered the minimum interest rate 
on deposits to five percent and maximum interest rate for loans taken with 
collateral approved by the CBM to ten percent. With the help of the World 
Bank, the CBM drafted the National Payment System Strategy (2020-2025) 
to make payment systems and accounting systems for efficient while sup- 
porting fiscal stability and economic development (Global New Light of 
Myanmar, June 2020). 

The year 2020 is an exciting year for Myanmar as the country will hold 
nation-wide general election in November. There is no doubt that the coun- 
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try’s economy will definitely decline due to COVID-19 pandemic. In this 
situation, it is necessary to explain how the government handles and re- 
sponds to overcome the challenges ahead for the recovery of economy. 


V. COVID-19 AND ITS IMPACT ON MYANMAR’S ECONOMIC 
OUTLOOK 

As the world turned red with the virus infection, people and government of 
Myanmar went about its normal business until 23" March at 23:45 when the 
Myanmar Ministry of Health and Sports announced that they now have two 
patients tested positive with COVID-19. Since the discovery of the first two 
patients in Myanmar, the country has been having to deal with the side-ef- 
fects in addition to the health emergencies as the government is forced to 
shut down its economic activities to control the spread of the virus. Closing 
of some CPM industries is negatively effecting the most vulnerable popula- 
tion of our society and the working poor who live hand-to-mouth on the daily 
basis. As of April 2", twenty patients have been tested with COVID-19 and 
one had died from the disease. Meanwhile, countries in the world had been 
grappling with this outbreak for past three months and now Myanmar has 
joined the ranks. 

The World Bank report on Global Economic Prospect assess that the 
impact of COVID-19 pandemic on world’s economy has become the deepest 
global recession with baseline envisioning 5.2 % contraction in global growth 
for the year 2020 (Global Economic Prospect June 2020). In this context, it 
is question for Myanmar to address how the pandemic will effect its econo- 
my and which sector will be the biggest hit. The immediate impact of coun- 
try’s economic sector is believed to be tourism sector, manufacturing, agri- 
culture and FDI. Since the initial virus infections in Myanmar seemed to 
have been carried into the country by the oversea travelers, Ministry of For- 
eign Affairs on 28th March temporary suspended all types of visa for foreign 
nationals from all countries visiting Myanmar. This has a huge negative im- 
plication on Myanmar economy and those who depend on the tourism sec- 
tor. In 2018 alone, entire tourism of Myanmar was 2.5 % of GDP or 1.7 
billion. According to the data of Ministry of Hotel and Tourism (MoHT), 
tourist arrivals have been 4.36 million in 2019. Expectedly, this has reduced 
to 100 in April 2020. If these restrictions continue to extend to three months, 
the potential loss of income may approach to USD 500 million. For this to 
remedy, MoHT has drafted COVID-19 Tourism Relief Plan based on the 
Tourism Crisis management Crisis guideline of UNWTO and Pacific Asia 
Tourism Association. COVID-19 Myanmar Tourism Strategic Roadmap with 
three strategies: survival, reopening and relaunching. The first strategy has 
already been undertaken in collaboration with MIFER (Global New Light of 
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Myanmar, June 2020). Table 1 illustrates to remedy the hotel and tourism 
sector and cut-make-pack (CMP) industry. 

The SME plays an important role for country’s manufacturing sector as it 
represents 99%. Among the SMEs, garment manufacturing is becoming 
hardly hit by COVID-19. According to Myanmar Garment Manufacturing 
Association, 90% of cloths and other accessories used in garment industry 
came from China. Garment industry alone employs 700,000 workers and 
more industries may have reduce workers. 


TABLE 1. LOANS FOR MSME FROM COVID-19 FUND 


DATE OF LOAN AMOUNT OF FUND (MMK) NoCE REMARKS 
COMPANIES 

9 April 2020 | Mentioned separately with companies 85 

28 April 2020 | Mentioned separately with companies 113 


22 May 2020 15.07 billion 417 
2 June 2020 8.73 billion 290 


SOURCE: Created by the authors based on data from DICA Website 


7 May 2020 3.54 billion 111 


To effectively implement the economic recovery plan as response to 
COVID-19 impact, the MoPF has issued a comprehensive economic stimu- 
lus plan namely “Overcoming as One: COVID-19 Economic Relief Plan 
CERP” having 7 Goals, 10 Strategies, 36 Action Plans and 76 Actions, cov- 
ering a broad range of extraordinary fiscal and monetary measures, com- 
bined with a set of human-focused and common-sense policy responses on 
27 April 2020 (Global New Light of Myanmar, April 2020). This COVID-19 
Economic Relief Plan known as CERP is designed to meet the current exi- 
gencies Myanmar faces in ways that reaffirm the long-term strategic direc- 
tion. It consists of policies and proposals to support the agricultural sector, 
loans for farmers, cash for work for the farmers in rural areas which seems 
to be effective in contributing the poverty reduction too. However, there is 
no special focus on mentioning agriculture, livestock and fishery which is 
important for food security. 

In CERP, it is stated that 10 percent of 2019-2020 government budget 
(32.3 trillion kyats) (Global New Light of Myanmar, May 2020) will be 
transferred to COVID-19 Fund. With this plan, the government allotted 
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MMkK 50 billion from government fund and MMK 50 billion from social 
security funds. These funds were allotted as a recovery loans to CMP sector, 
hotel and tourism industry and the MSME with one percent interest rate. 
Government’s relief plan was released on April 27 and it aims to support 
economy including banking, manufacturing and e-commerce. No clear bud- 
get was revealed, except for up to K500 billion (US$360 million) in loans for 
MSME businesses in selected sectors - an expansion of an existing K100 
billion ($72 million) fund - and a K100 billion ($72 million) fund for trade 
financing. Many economists and political activists have been commenting 
on this CERP, how the stimulus fund will be managed to meet the needs of 
grass-root level. As Myanmar has its own MSDP (2018-2020), it is time for 
Myanmar to consider how MSDP and CERP can be applied in proposing the 
projects and programme from ADB and the World Bank to receive special 
project in the outbreak of COVID-19 pandemic. 

As Myanmar is going to hold general election in coming November, it is 
exciting to investigate how the government will balance its obligation to both 
civil liberties and economic development. It is an anxiety for Myanmar’s di- 
version of look east economic policy as the East Asian countries are in the 
situation of economic recession. The global market will take time to wake up 
from the economic recession and this will directly and indirectly impact on 
Myanmar’s economy. As for FDI, there will be a slow pace as every country 
in the world including East Asia is facing its own economic problems which in 
turn led to unemployment for Myanmar migrant workers. The closure of 
industries and reducing the labours led Myanmar migrant workers return 
back from Thailand, South Korea, Japan and China. It can be said that the 
second transitional government’s effort for economic development by setting 
the twelve-point economic policy as an economic outlook has not reached 
to the expected level due to political and economic challenges. 


VI. CONCLUSION 

The challenges are ahead for Myanmar’s economic outlook in the 21‘ cen- 
tury. The economic outlook of the first transitional government (2011-2016) 
with FESR can be analyzed that it has met its objective to some extent by 
channeling international financial institution, by engaging international 
community with series of reforms. Under the second transitional govern- 
ment, it is slow in process to reach the target of the twelve-point economic 
policy. There were high hopes for better times when NLD won the election, 
speculation of investment from western countries would make contribution 
for economic development and help to create millions of jobs, however, the 
government has not achieved appreciable economic development. There are 
several reasons such as the country has been facing with serious challenges 
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on communal violence of Northern Rakhine state, ongoing civil war and the 
impact of COVID-19. 

With these challenges ahead, the economic outlook of Myanmar in the 
21* century will be in the urgent need to have specific economic strategy to 
overcome from economic recession. Time is running out as general election 
is drawing near. The following points are some recommendations for the 
second transitional government to escape from COVID-19 economic im- 
pact. Firstly, effective and workable meetings led by State Counsellor should 
be held with key actors: ministries, the economic advisors, scholars, mem- 
bers of the economic committees formed in the parliament. As this second 
transitional government slogan is “People are the key”, the government 
should welcome the comments and positive suggestions from political, eco- 
nomic and civil society. Secondly, the government should reform economic 
advisory group with both local and international economic experts. The local 
economic experts are those who knows Myanmar better than the foreign 
experts. The establishment of new MIFER needs to recruit with economic 
experts and work closely with think tanks and academia for policy recom- 
mendation. Thirdly, the government need to well manage the financial loans 
received from the World Bank and ADB for effective measurement in reach- 
ing out to the needy sectors in line with the CERP. It is impressive to see 
strategies and roadmaps of several sectors relief plan but how it will imple- 
ment to meet the needs is yet to be known. Fourthly, Myanmar needs to find 
way not only to reach international market but also to create its own market 
by solving its political and security issues like ongoing armed conflict and 
communal violence in Northern Rakhine State. Whenever there arise issues, 
countries sharing border close their border gate and this have a huge impact 
on economy. Recently, due to closure of border gate between Myanmar and 
China to control the spread of COVID-19, many farm products were stocked 
at the border and this became big issue for the farmers. Fifthly, the govern- 
ment needs to allocate the migrant workers who are still returning back to 
Myanmar from neighbouring countries and other countries. The skill la- 
bours of the returnees can be used in agricultural sector because majority 
are from farmers’ family living in the rural area. The paper concludes with 
above mentioned recommendations in order to escape from the impact of 
COVID-19 with bright future for the 21** Century. 
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I. INTRODUCTION 

As the first democratic republic in Southeast Asia, 
the Philippines has been a prime mover of regional- 
ism that is oriented toward the needs and concerns of 
the people. With its help, the pursuit of a more peo- 
ple-oriented and democratic Association of Southeast 
Asian Nations (ASEAN) has led the organization to 
commit to a project of a more inclusive community 
Southeast Asian nations. The Philippine believe that a 
more coherent and democratic ASEAN can also have 
an impact in strengthening regional norms within its 
member-states. Moreover, this can also lend support 
to defending the liberal international and regional or- 
der together with other like-minded states in the In- 
do-Pacific region. 

However, the Philippines shares some of the chal- 
lenges faced by other young democracies at home but 
also in keeping with its commitment to ASEAN. This 
chapter traces the evolution of ASEAN within the lens 
of the attempts of the Philippines to strengthen its in- 
stitutions as well as engagement with external dialogue 
partners as well as its domestic stakeholders that now 
includes a burgeoning civil society. This chapter ar- 
gues that the next critical step for ASEAN is to em- 
brace the complexity of interests embodied by these 
networks of actors that go beyond the traditional in- 
ter-governmental relations. A section of this paper will 
also deal with how the Philippines views ASEAN as a 
platform to deal with its pressing security challenges. 
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National and regional security remain at the top of the agenda of ASEAN 
member-states and its future largely depends on the ability of the regional 
body to traverse these interlocking security issues as it manages its relations 
with major and minor powers in the Indo-Pacific region. By way of conclu- 
sion, this paper identifies ways in which the Philippines can further contrib- 
ute to enhancing ASEAN regionalism. 


Il. THE EVOLUTION OF ASEAN REGIONALISM: A COMMUNITY 
AND A DRIVING FORCE! 

As a regional organization of small powers and developing economies, ASE- 
AN’s institutional evolution was guided by a sensitivity to its internal con- 
texts as well as recognition of the prevalent Cold War realities. It was found- 
ed after three failed attempts because of external meddling, intense distrust, 
and domestic distractions. 

Lacking similarities in political regimes and societal composition, ASE- 
AN’s founding members realized that common aspirations are the ties that 
bind them. But learning from abortive regional experiments, they carefully 
embedded ASEAN in a flexible legal and institutional structure. 

ASEAN’s founding legal document, the Bangkok Declaration, was less a 
binding treaty than an expression of shared aspirations to simultaneously 
build national resilience while fostering solidarity. Defying the path treaded 
by other regional groupings, it did not anchor itself at first on economic in- 
tegration, nor possessing similar political systems. ASEAN’s essential “re- 
gion-ness” lied in the common perception of vulnerabilities that could only 
be addressed by an organization that enhances sovereignty and promotes 
security in the most comprehensive sense. 

Over time, it was ASEAN’s flexibility that dictated the gradual pace of its 
institutional growth. It took ASEAN four decades to formally establish itself a 
rules-based regime through a charter. But rather than impose limitation on the 
scope of action of its members, this formal document gave legal standing legit- 
imacy to existing informal practices collectively known as the ‘ASEAN Way’. 

The ‘ASEAN Way’ is anchored on norms such as non-intervention, con- 
sensus, and face-saving that are likewise shared by other regional bodies — 
and arguably even more so (culturally) in Asia. However, it is the strict inter- 
pretation of these norms that has caused discontent. For example, consensus 
decision-making does not imply unanimity or veto powers for every mem- 
ber-state. Its history furthermore demonstrated that the ASEAN way has not 
been consistently used lending credence to the observation of the group’s 
‘organized hypocrisy’ (Krasner 1999). 


1 This section draws heavily from Arugay 201 7a. 
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It is this emphasis on informality that enabled ASEAN to incrementally 
be comfortable in creating other noncommittal institutions, such as a hu- 
man rights mechanism and other bodies that helped realize and further 
strengthen its community. In the same vein, ASEAN’s forward-looking per- 
spective encouraged it to set ambitious integration targets. While a common 
currency, passport, parliament, court, security policy, remain elusive, the or- 
ganization has painted its integration goals in broad and bold strokes, as 
contained in the Bali Concords and ASEAN Visions. 

Indeed, no serious ASEAN observer would think its visions of a peo- 
ple-centred development, a community of caring societies, and dynamic de- 
velopment can be fully implemented within its target date for each. These 
goals are future directions of the region commonly shared by its ASEAN 
member states. In the end, they are as much roadmaps as they are by-prod- 
ucts of meaningful community-building. 

ASEAN’s aspirations went beyond the geographic space it occupies. 
This stemmed from a strategic appreciation of its complex interdepen- 
dence with big and middle powers in Asia, and beyond. Related to this is 
the acknowledgment that ASEAN member states’ security and develop- 
ment are interlocked with these powerful states. The organization’s ambi- 
tion was less to be a regional hegemon than a safe venue where erstwhile 
adversaries can sit together, discuss common issues, and possibly pursue 
cooperation. 

Major and middle powers took notice of ASEAN’s potential to be a defin- 
ing element in the regional security architecture. ASEAN+3, ARF, and EAS 
were the tangible outcomes of an imaginative ASEAN that envisioned the 
possibilities of multilateralism despite inherent tensions and antagonisms. 
As a driving force of regional cooperation, ASEAN as a non-threatening con- 
vener was made possible precisely because of its perceived credibility to act 
in concert as one community, and its equidistance from superpowers. 

Coming full circle on its 50th anniversary in 2017, ASEAN is now caught 
in a similar regional strategic environment, defined by volatility, hostility, and 
superpower rivalry that pose a serious existential threat to the organization. 
Can ASEAN maintain the autonomy and reputation as a credible and cohe- 
sive unit capable of regional resilience in the 21st century? Will it remain 
relevant in the eyes of its members and its dialogue partners as a feasible 
platform to pursue mutual interests and realize shared visions? Or will it fall 
victim to its own inability to adapt to the extent that it will be replaced by an 
alternative regional order? 

In the end, the long-overdue changes to ASEAN’s institutions and region- 
al architecture should contribute to the overlapping goals of credibility and 
cohesion, as key elements in reinforcing centrality. This is critical to over- 
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coming the fear of increasing relevance and worsening polarization the re- 
gional organization currently suffers from. 

Bolstering ASEAN’s relevance today requires a smart combination of in- 
stitutional upgrading, calibration, and retooling guided by a strategic appre- 
ciation of Asia-Pacific’s volatile environment. Domestic developments within 
member states, collective learning from past failures and mistakes, and lead- 
ership fuelled by political will are all crucial to jointly undertaking institu- 
tional reform. 

A more cohesive ASEAN will make it more credible to manage regional 
security, and a viable platform for pursuing mutual interests. Similarly, a 
more credible ASEAN in the eyes of its citizens and dialogue partners will 
contribute to a more credible community that is truly people-centred and 
contributes to a region of peace, freedom, neutrality, and prosperity. 


Ill. THE RELEVANCE OF ASEAN TO THE PHILIPPINES: 

SECURITY IMPERATIVES 

ASEAN’s evolution needs to consider the primary interests of its members. 
For the Philippines, ASEAN can help address its lingering security chal- 
lenges. This section discusses these challenges under the current Duterte 
administration. 

Many did not expect that President Duterte will cause a political shock- 
wave in the country’s once predictable foreign policy, especially since he re- 
fused to see himself as a statesman. But prior to his controversial foreign 
policy stances, the Permanent Court of Arbitration handed its unanimous 
award in the arbitration case filed by the Philippines against China concern- 
ing the SCS on July 12, 2016. Though the Tribunal’s decision did not in- 
clude aspects related to sovereignty and boundary delimitation between the 
parties, it rendered final and binding judgments in favor of the Philippines 
on a host of critical issues. It ruled that there is “no legal basis for China to 
claim historic rights to resources within the sea areas falling within the 
‘nine-dash line”. Second, it also stated that certain sea areas in the SCS fall 
within the exclusive economic zone (EEZ) of the Philippines and none of the 
features in the Spratly Islands could generate its own EEZ. Third, it observed 
that China has caused serious damage to the marine environment through 
its “large-scale land reclamation and construction of artificial islands” and 
“violated its obligation to preserve and protect fragile ecosystems”.? 

The arbitral case was Aquino’s major foreign policy thrust with significant 
US prodding but without regional consultation with other SCS claimants 


2 “PCA Press Release: The South China Sea Arbitration (The Republic of the Philippines v. The People’s 
Republic of China)”, https://pca-cpa.org/en/news/pca-press-release-the-south-china-sea-arbitration-the- 


republic-of-the-philippines-v-the-peoples-republic-of-china/. 
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and members of the Association for Southeast Asian Nations (ASEAN). In- 
stead of immediately doing the groundwork for its enforcement, the Duterte 
administration chose to put the ruling aside. The president described the 
ruling as one that “fell on his lap” but he swore that he will deal with the 
ruling in due time (Viray 2016). For the time being, his government has ex- 
pressed a desire to smoothen bilateral relations with China. 

As the country’s chief diplomat, Duterte wanted to implement a truly in- 
dependent foreign policy divorced from the clutches of any major power. He 
articulated this, often in the form of spontaneous outbursts, during his first 
participation in the ASEAN Summit with regional and global leaders in Vien- 
tiane, Laos. Apart from Pope Francis, the UN Secretary General Ban Ki- 
Moon, the president cursed US President Barack Obama over US criticism 
on his war on drugs (Hu 2016).* This led Obama to skip a planned bilateral 
meeting with the Philippine president. Duterte shrugged the snub and went 
on a tirade about US colonial atrocities in Mindanao and its consistent hy- 
pocrisy in dealing with small states like the Philippines. Many observers 
were caught by surprise while other governments became worried given the 
fact that the Philippines will be ASEAN’s Chair on the occasion of its 50" 
anniversary next year. 

The anti-US remarks shook the Philippine foreign policy and security 
community to the core given the intimate relations between the two coun- 
tries. Duterte’s stance is a combination of his knowledge about America’s 
colonial sins, a bad experience dealing with the US government, and the US 
criticism on his war on drugs. Duterte feels the US rebuke is both a personal 
attack and a disrespect of Philippine sovereignty, something he thinks he has 
the burden to uphold. In his off-the-cuff and inflammatory statements, he 
threatened to abrogate a long-standing military alliance, invalidate the En- 
hanced Defense Cooperation Agreement (EDCA), and sever diplomatic ties. 
As his cabinet attempted to creatively interpret them without success, these 
se provocative tirades of the nation’s chief architect of foreign policy grabbed 
worldwide attention. 

Duterte officially visited Indonesia, Brunei, and Vietnam before proceed- 
ing to a critical visit to China. Chinese President Xi Jinping described Dute- 
rte’s visit as springtime after years of mutual discontent. Both leaders pledged 
to continue stalled cooperative ventures and embark on new ones ranging 
from intelligence sharing to combat illegal drugs to public infrastructure, 
agriculture, and people-to-people exchange (Blanchard 2016). The Philip- 
pine president left China with reportedly US$24 billion worth of deals, loans 
and aid (Calonzo & Yap 2016). 


3 Duterte later apologized for the remarks and if they were construed as a personal attack. 
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As expected, Duterte’s fiery rhetoric trumped the economic outcome of 
the trip. He praised China’s generosity, identified with its ideological slant 
and promised to pursue a joint alliance with other countries. In that same 
vein, however, he announced his economic and military “separation” from 
the US. Some fear that the president will abandon Scarborough Shoal in 
exchange for economic deals or reinstated fishing rights for Filipinos (Rau- 
hala 2016). After the trip, it was reported that China’s coast guard granted 
Filipino fishermen access to the disputed shoal. During the Asia-Pacific Eco- 
nomic Cooperation meeting in Lima, Peru, the Philippines government an- 
nounced that the internal lagoon within the shoal is a no-fishing zone in 
order to preserve marine life in the area. China did not seriously reject the 
idea of a marine sanctuary and has even hinted the possibility of a fishing 
deal with the Philippines (Ives 2016). 

The president’s pivot to China did not mean an abandonment of US rela- 
tions. Duterte was among the first leaders to congratulate president-elect 
Donald Trump after the US elections and has even appointed Trump’s Fili- 
pino business partner as a US trade envoy (Arugay 201 6a). Military exercises 
between the Philippines and the US will continue next year but are now re- 
duced and focused what the nation needed more — capacity-building in hu- 
manitarian action and disaster response. 

Duterte’s singlehanded approach to re-crafting foreign policy is risky and 
could take a toll on the ability of the Philippines to make credible commit- 
ments abroad. Foreign policy requires a level of consistency that reduces 
significant risks and a shared strategic playbook influenced by expertise and 
long-term planning. Duterte’s policy approach implies a careful distinction 
between impulsive pronouncements and actual implementation with a keen 
eye on the latter. However, his future antics on foreign policy might not be 
given the same amount of patience by elites and masses alike especially if it 
threatens the country’s national interest. Politics in the Philippines rarely 
stop at the water’s edge (Arugay 2016b). 


REGIONAL SECURITY AND DUTERTE’S GAMBIT 

2017 marked a unique opportunity for the Philippines as it assumed the 
ASEAN chairmanship during its 50‘ anniversary with Duterte playing host 
to its member-states as well as the regional body’s dialogue partners. Though 
many considered him a relative upstart in regional affairs, Duterte treaded a 
careful approach that accommodated the general interests of major powers 
without sacrificing ASEAN centrality. As Asia-Pacific remains confronted 
with a lot of strategic issues, the Philippines under Duterte performed a 
delicate balancing act that did not upset the status quo nor its shamed spe- 
cific countries. 
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On the one hand, many critics argued that Duterte lost an opportunity to 
substantively discuss post-arbitration maritime issues with China as well as 
rally other claimants to the South China Sea (Bondoc 2017). On the other 
hand, some analysts appreciated the Filipino president’s hedging approach 
as he rebuilt ties with China, fostered new relations with powers like Russia, 
India, Turkey, etc., but also remained committed to strengthening partner- 
ships with old allies such as Japan, the US, Australia, and many others 
(Chongkittavorn 2017). Through a combination of unorthodox and acerbic 
rhetoric, serendipitous circumstances, and institutional commitments, it 
seemed like Duterte’s high risk gambit has successfully accomplished to 
turning the Philippines into a “normal” Southeast Asian country — one that 
attempts to balance competing powers in order to promote and defend its 
national interests. 

Among the achievements of Duterte’s unconventional and performative 
foreign policy approach are the rekindled ties with China, an agreement 
between ASEAN and China to protect the marine environment in the South 
China Sea, and some progress in the SCS Code of Conduct negotiations. 
However, critics were quick to point that Duterte was avoiding to upset Chi- 
na or is prioritizing short term economic gains for long-term strategic and 
territorial interests. Perhaps in Duterte’s view, the task of checking China’s 
assertiveness is a burden that the Philippines bore for several years but ex- 
acted a huge toll in the country’s national interests. Unless other countries 
are willing to share and contribute to this goal, the Philippines under Dute- 
rte will carry out a flexible and pragmatic approach with less emphasis on 
norms and values that has previously dictated its foreign policy. 

It remains to be seen whether however whether Duterte’s foreign policy 
approach can simultaneously pursue Philippine national interests as well as 
the collective interests of ASEAN and other powers. The latter is contingent 
on the ability of ASEAN member-states to ensure that the organization con- 
tinues to possess sufficient convening power to be a mechanism for regional 
peace, stability, and prosperity. If not, then the value of ASEAN for its mem- 
bers as well as dialogue partners will diminish and possible alternatives 
might supplant it (Guiang 2017). 


THE PHILIPPINES BETWEEN THE US AND CHINA 

The perception is that ASEAN’s limitations can be seen in the heightened 
superpower competition in the region by the United States and China. The 
Indo-Pacific region serves as the main theater for the current competition 
between the US and China. Factors behind this heightened and intense ri- 
valry were mainly the rise of China and the perceived decline in security 
commitments of the US in the region. China’s increasing economic clout, 
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as already foreseen by historians as early as Thucydides, gave unprecedent- 
ed strategic confidence to challenge the existing global rules-based order 
governed by rules and norms propped by the US. China’s revisionist stance 
despite its promised peaceful rise, became evident first in the immediate 
borders (e.g., South China Sea and East China Sea) but eventually its pres- 
ence in every part of the world. It is also palpable in its increasing influence 
in multilateral institutions, international regimes, and other elements of the 
international order. The launch of the Belt and Road Initiative, the Asian In- 
frastructure and Investment Bank, and the Boao World Forum are derivative 
institutions coming from China’s assertiveness as a now global superpower 
(Huisken 2019). 

Side by side with China’s power is the US’s diminishing commitment in 
the region. In the aftermath of its Global War on Terror, the US was sup- 
posed to return its attention towards the region in the guise of Obama’s 
pivot/rebalance to Asia. This backfired at the US both internationally and 
domestically. The pivot to Asia did not result in concrete measures to bolster 
US commitment to regional security. The 2016 election cycle that ended up 
with Trump’s victory could be partly attributed to how the maverick candi- 
date used US (failed) multilateralism such as the Trans-Pacific Partnership 
and its security alliances with Japan and South Korea as a foil to reorient US 
what was supposed to be a more strategic Asia policy (Campbell & Sullivan 
2019). 

The Philippines given its geostrategic location and historical dealings 
with major powers was thrown into the middle of this benign turned intense 
US-China rivalry that started after the Scarborough Shoal incident in 2012. 
The Aquino administration (2010-2016) decided to launch a landmark arbi- 
tral case against China in the Southeast China Sea dispute. The US attempt- 
ed to strengthen its military alliance with the Philippines with initiatives 
such as the Enhanced Defense Cooperation Agreement. Other states such 
as Japan and Australia followed suit, by forging strategic partnerships with 
the Philippines (Arugay 2017b). 

The outcome of the 2016 elections however caught the Philippines in the 
crossroads of reorienting this strategy. President Duterte sought to recali- 
brate Philippine foreign and security policy away from the West and into the 
arms of countries such as China and Russia. Once a political nobody abroad, 
he expressed a desire to embrace China while rejecting the country’s long- 
time ally. The often-neglected country was instantly pushed into the lime- 
light given its new leader’s musings usually in the form of highly emotional 
rants in the guise of foreign policy. At one point, he threatened to scrap the 
Mutual Defense Treaty with the US and at the same time pursue deep secu- 
rity relations, in the midst of its ongoing territorial disputes, with China. 
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These “adventures” in Philippine foreign relations were officially labeled as 
the pursuit of an “independent” foreign policy (Arugay 2018). 


IV.ASEAN-CIVIL SOCIETY RELATIONS: 

THE ROLE OF THE PHILIPPINES 

Apart from security, a major contribution of the Philippines is its contribu- 
tions, mainly coming from its own domestic civil society, to form a regional 
network of societal actors within the ASEAN region. 

“ASEAN appreciates the contribution of the CSOs in the ASEAN Com- 
munity building process. In this regard, ASEAN will continue to engage with 
all segments of ASEAN people including CSOs in the future as it is in line 
with ASEAN desire to create a people-centered and people-oriented ASE- 
AN.” This was the pronouncement made by the Ministry of Foreign Affairs 
after receiving the Statement of the ASEAN Civil Society Conference and 
ASEAN People’s Forum 2015. This represents that ASEAN regionalism thus 
far has been able to unleash civil society participation directly or indirectly 
in the ASEAN processes. The passage of the ASEAN Vision 2020 in 1997 
and the ASEAN Charter in 2007 both provided the opportunity structures to 
developed and create a more region conscious civil society organizations by 
creating transnational networks. 

What developed over time is a transnational civil society that sprang both 
from the opportunity structure brought about by the inception of the two 
documents, but also from existing regional non-governmental organizations. 
Civil society is important in keeping ASEAN on track on its commitment to 
create an ASEAN that is “caring and sharing.” After all, it seems that the idea 
behind the word community is about people (Hernandez, 2015). AMS com- 
mitment to the Vision can be nourished by the push of ASEAN CSOs. It is 
through CSOs work that ensures that ASEAN does not fall into decorative 
rhetoric. But engaging ASEAN by those outside of the policy making process 
(particularly Think Tanks) is not something new. It has doing that long be- 
fore Track 3 developed the process with some seeds planted by the ASEAN 
People’s Assembly (APA) in 2000. 

Moctar traces the ASEAN’s engagement with civil society with business 
Think Tanks organizations and the ASEAN Institutes for Strategic and In- 
ternational Studies (ASEAN ISIS). They are considered as elite type of 
non-governmental actors by some, and it is only in the early part of this 
century that civil society composed of community-based organizations, 
NGOs, social movements of women, children, migrant workers, etc. begun 
to spring up. ASEAN has accreditation guidelines and process and CSOs 
must be made aware and know how to go about the process of being recog- 
nized by ASEAN. The term civil society in ASEAN using the guideline on 
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civil society engagement of 2006, refers to nonprofit association of ASEAN 
persons, natural or juridical, organized to promote, strengthen and help re- 
alize the aims and objectives of ASEAN cooperation in the political, eco- 
nomic, social, cultural, scientific, medical and technological fields. This sets 
the parameters of engagement with ASEAN as well as sets conditions when 
relationship can be terminated. In other words there are rules and this is 
dictated by the member-states. 

In 2000, the ASEAN People’s Assembly was born on the initiative of ASE- 
AN-ISIS. The idea behind APA was is to create a forum for debate, exchange 
of ideas, and generation of people-oriented policies on issues and problems 
facing the region among the various stakeholders and sectors (Morada 
2007). It also aims to foster dialogue and confidence building among policy- 
makers, academe, think tanks and civil society groups in Southeast Asia on a 
range of traditional and non-traditional security issues, including human 
rights, human development and democracy (Caballero-Anthony 2004). This 
initiative is supposed to make ASEAN “relevant” to all peoples (all sectors) of 
the region. APA at that time obtained recognition from ASEAN leaders of its 
role in awareness-raising and community-building in ASEAN, The Vientiane 
Action Programme in November 2004 and through the Chairman’s Report 
of APA 2006. It has also facilitated consultations between civil society groups 
in the region and the Eminent Persons Groups on the ASEAN Charter and 
the High-Level Task Force responsible in drafting the Charter. But APA has 
been criticized for being not too representative of the people yet it has served 
as a venue for networking among civil society groups. But despite this, APA 
is considered as one of the civil society forums that existed in Southeast Asia 
(Collins 2008). 

In 2005, the ASEAN Civil Society Conference (ACSC)/ASEAN People’s 
Forum, was born. It is said to be state initiated initially as a parallel event to 
the 11° ASEAN Summit in December of that year. The ACSC whilst govern- 
ment initiated was able to helped CSOs to come together and present their 
positions with government on issues and more importantly had direct inter- 
face with ASEAN during the ASEAN Summit. This was a breakthrough in 
civil society engagement with the state. Inputs from the ACSC are reflected 
in the Chairman’s Statement at various since being able to interface with the 
ASEAN Heads of State. The Philippine case is an example of direct engage- 
ment between CSOs and the state. 


V. CONCLUSIONS AND FUTURE PROSPECTS 

From the viewpoint of the Philippines, bolstering ASEAN’s relevance today 
requires a smart combination of institutional upgrading, calibration, and 
retooling guided by a strategic appreciation of Asia-Pacific’s volatile envi- 
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ronment. Domestic developments within member states, collective learning 
from past failures and mistakes, and leadership fuelled by political will are 
all crucial to jointly undertaking institutional reform. 

The propensity for informal practices and ‘soft’ institution-building may 
have worked in ASEAN’s first 50 years, but many predicted they will be un- 
tenable in the future. Continued lip service to commitments and failing to 
act decisively and swiftly have become staple criticisms against the organiza- 
tion. Several of ASEAN’s institutions continue to exist only in paper, and 
when they are put to work suffer from implementation deficits and poor 
quality. ASEAN’s silence on a lot of pressing transnational issues and domes- 
tic problems that have regional repercussions have ‘desensitized’ many with- 
in the international community, who relegated ASEAN as a mere 
‘talk-shop’. 

Lacking the necessary substance and quality, can ASEAN remain a driv- 
ing force in regional affairs as well as a people-centred community in the 
future? The answer lies in surmounting two traps: irrelevance and polariza- 
tion. First, ASEAN needs to overcome is its increasing inability to be the 
centripetal community in Southeast Asia. An often-unappreciated facet of 
ASEAN integration is in the regional interconnections it has formed within 
and across political, economic, and socio-cultural spheres of collective life. 
ASEAN has reached a point that it is larger than the sum of its 10 
member-states. 

This chapter also discussed the role of regional civil society in enhancing 
ASEAN regionalism However, while it is assertive of its role in representing 
the peoples of ASEAN and advocating for their issues, it has yet to fully tak- 
en seriously by ASEAN member-states. Business and economic actors is an- 
other set of players that have significant influence and resources. Other gov- 
ernment entities such as parliamentarians, judges, bureaucrats, military 
officials, and civil servants are all being interlinked through the ASEAN proj- 
ect. Heads of states and the ASEAN Secretariat might be the organization’s 
visible manifestation, but they now share the regional stage of this panoply 
of actors with their own interests, advocacies, and linkages with external 
entities. 

Some claim that ASEAN’s present institutional infrastructure is inade- 
quate to meet the demands of sustained internal centrality. The greatest fear 
in this regard lies in ASEAN’s obsolescence as a community. Unless its insti- 
tutions are transformed to effectively channel demands, ASEAN’s irrele- 
vance trap may lead other actors to prefer to conduct their activities beyond 
the framework the organization currently provides. 

The other equally gloomy scenario is that ASEAN continues to suffer 
from a polarization trap between a diverse groupings of states that still 
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carries a lot of mutual historical baggage with one another that often gen- 
erates distrust. This has a multiplier effect on the several divides within 
ASEAN: between old and new members, between democracies and non-de- 
mocracies, and between less developed and thriving economies. The at- 
tempts to bridge or transcend these divides by focusing on mutual pursuits 
have not been entirely successful. 

In its next 50 years, ASEAN should not continue to sweep these divides 
under the rug, and delay a candid conversation about them. The 2012 inci- 
dent, when it was not able to produce a joint statement, is clear sign of 
emerging polarization. External powers have taken notice of these differenc- 
es, with some more willing and able to take advantage of them to the detri- 
ment of ASEAN’s collective interests. 

Unless ASEAN overcomes these polarizing divides, they will rip the orga- 
nization in its seams, letting pure national interests and bilateral strategies 
define the relations of its member states with one another, as well as it other 
countries in the region. In this sense, national resilience and regional resil- 
ience cease to overlap, and Southeast Asia becomes an arena where big pow- 
ers totally define the rules of engagement. Polarization can make ASEAN’s 
external centrality evaporate, as it ceases to become a regional convenor to 
promote security in Asia-Pacific. 

ASEAN ’s institutions will be critical in its path in the next 50 years. It can 
continue to cling to old habits and become trapped in a downward spiral 
leading to its irrelevance and marginalization in the regional order, or it can 
defy current cynicism and take bold but pragmatic steps to activate, substan- 
tiate, and transform its institutional infrastructure in order to revitalize its 
centrality among its members. 

By filling the gaps in its integration process, ASEAN can regain some of 
its credibility, and present itself as a cohesive actor that can once again shape 
the regional security architecture in the Asia-Pacific. By being truthful to 
one another and having a perspective grounded on realities, ASEAN can 
become the regional organization that could once again attract powers big 
and small. To be taken seriously by its people and external actors, ASEAN 
must take institution-building and its civil society seriously. 
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I. INTRODUCTION 

Singapore is perhaps one of East Asia’s strongest de- 
fender of free trade. In an age of anti-globalization 
forces, Singapore’s vision for ASEAN and the Asia Pa- 
cific is the continuation of a free trading regime in the 
region. Singapore is a major beneficiary of free trade in 
the region. With a small domestic market, free trade is 
in fact crucial for the economic survival of the island 
state. Singapore’s dependence on trade is reflected by 
the 326% trade-to-GDP ratio (4'* highest globally) and 
its trans-shipment hub depends on free trade to work, 
with exports mainly including electronics, pharmaceu- 
tical products, petroleum and mineral products, and 
industrial equipment.' Singapore’s vision for ASEAN 
and the Asia Pacific can be described as cutting-edge, 
often dealing with issues that are far ahead of its time, 
including items like ASEAN smart cities network, 


1 Jain, Aaarushi, “Singapore: A Small Asian Heavyweight” dated 16 April 2020 


in Council of Foreign Relations website [downloaded on 16 April 2020], avail- 
able at https:/Avww.cfr.org/backgrounder/singapore-small-asian-heavyweight 
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e-commerce promotion and post-COVID-19 coronavirus pandemic mitiga- 
tion measures. Its approach is also inclusive, working with mature economies, 
developing and emerging economies as well as both socialist economies and 
democracies for trade, business, investments and economic opportunities. 

Singapore is also at the forefront of all significant regional free trade 
initiatives, leading the Trans Pacific Partnership (TPP) at its founding be- 
fore joining the successor Comprehensive and Progressive Agreement Trans 
Pacific Partnership (CPTPP) now motivated by Japan, Australia and New 
Zealand. Singapore also coordinates Regional Comprehensive Economic 
Partnership (RCEP) closely with the biggest entity in Southeast Asia, Indo- 
nesia, and other regional economies. In terms of security, Singapore works 
with its traditional Anglo-Saxon + Malaysia partners in the region’s second 
oldest security partnership, the Five Power Defence Arrangement (FPDA), 
sharing intelligence to make the region a peaceful and economically open 
space to trade. 

But, most importantly, it is the strategic partner of the United States of 
America (USA) in maritime security issues to keep the region safe from pira- 
cy, the sea lanes of communication (SLOCs) and trade open and inclusive for 
all through its support for the Code of Conduct (CoC). Singapore is firmly 
embedded in the rules-based international norm, international law-observing 
and prosper thy neighbour principle in global affairs. It works closely with 
Association of Southeast Asian Nation (ASEAN) countries and China on 
drawing up a Code of Conduct (CoC) on the South China Sea (SCS) mari- 
time disputes. Singapore itself is not a claimant to the islands in the South 
China Sea (SCS) but hopes to see a peaceful resolution, given the potential 
flashpoint danger of that body of water with its numerous claimants. 

With the rise of anti-globalization storm, protectionist forces and the 
dark clouds of trade war, Singapore and Japan are now the two important 
poles of free trade in the region in the 21* century. Japan is now one of the 
leaders of the Comprehensive and Progressive Agreement for Trans Pacific 
Partnership (CPTPP), an initiative of which Singapore was a founding mem- 
ber of its predecessor. Singapore and Japan are now seen by some quarters 
as the reigning champions of free trade in the 21“ century. Japan has signed 
the EU-Japan Economic Partnership Agreement with the European Union 
(EU) on free trade, a deal inked between Japanese Prime Minister Shinzo 
Abe, European Council President Donald Tusk and European Commission 
President Jean-Claude Juncker. Japan also signed the first stage agreement 
in its free trade negotiations with the United States of America. In the past, 
Japan had already signed the Japan Singapore Economic Partnership Agree- 
ment (JSEPA) and the free trade agreement with ASEAN. It is also a leader 
in CPTPP as well as an important member of the RCEP talks. The only 
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other country in this pivotal central position in all major free trade agree- 
ments in the region is Singapore which is also a participant in these free 
trade initiatives. 

Singapore is also an active founding member of ASEAN (the original 
ASEAN-5). In fact, it is nicknamed by some countries, observers and com- 
mentators as “ASEAN’s brain”, coming up with policy ideas and contributing 
to intellectual and policy debates within ASEAN. In the years to come, Sin- 
gapore’s economic destiny will grow closer to the ASEAN Economic Com- 
munity (AEC, formed quietly in December 2015) with the group’s emphasis 
on increasing levels of innovation (like the ASEAN Smart Cities initiative) 
along with greater connectivity, intra-regional investments and trade. The 
idea is to increase trade links between countries/economies within ASEAN 
which are currently smaller than ASEAN countries’ trade with its external 
partners like China, Japan, US/EU. There are mutualistic benefits for Singa- 
pore when these initiatives succeed. For example, the growth of the ASEAN 
middle class will become a ready consumer market for Singapore’s products 
and services. Southeast Asian countries/economies will also be an important 
source of raw materials and commodities for Singapore’s industries. 

ASEAN will become an important economic hinterland for Singapore 
which does not have a large domestic consumer market, even as Singapore 
continues its economic links with mature developed economies like the US, 
Japan, and European Union (EU). In other words, Singapore is an important 
intermediary between the advanced economies/developed world and the 
emerging/developing world as well as an important node between developing 
economies in the region. It will also simultaneously engage with the al- 
ready-emerged or emerging consumer markets/industries/service sectors of 
India and the People’s Republic of China (PRC). Singapore is an active par- 
ticipant in both the maritime and overland components of China’s Belt and 
Road Initiative (BRI), China’s most important economic initiative under 
President Xi Jinping’s administration. 

In the overland route, Singapore has selected Chongqing to be its strate- 
gic base since it is the largest city in the world with a big consumer base, 
located at the confluence of important river system, hosting some high tech 
manufacturing industries and Singaporean companies (including Govern- 
ment Linked Companies or GLCs) has some project management experi- 
ence in the city. The Chongqing engagement is known as the Chongqing 
Connectively Initiative (CCI). From Chongqing, Singapore is also involved 
in the Southern Transport Corridor which will feature a railway line that can 
ferry goods southwards down to the maritime areas where goods can reach 
Singapore via the sea route. Singapore’s role is likened to that of a path- 
finder for China and ASEAN companies by Singaporean senior politicians, 
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in helping foreigner companies invest in China and vice versa in facilitating 
ASEAN investments to invest in China. 

Singapore is also encouraging its entrepreneurs and small and medium 
sized enterprises (SMEs) to go regional and tap into ASEAN and large 
emerging markets. The hope is that they can grow to become regional giants 
like Singapore’s home-grown Grab, Lazada, Razer, Trax and Sea.’ These 
companies are successful because they ventured out into the regional mar- 
kets. More home-grown companies can be at the forefront of regionalism 
and globalization. Some like Lazada were even acquired by global giants like 
Alibaba in their quest to become bigger. Singapore’s Grab have also amal- 
gamated with Uber Singapore to compete more effectively with economy of 
scale. Thus, going regional have also enabled some of these companies find 
partners that can make their scale and capitalization even bigger to compete 
more effectively with global giants. 

Besides the SME sector, unicorns and high tech ventures, Singapore’s 
politicians are also very busy forging links with other regional economies, 
including their institutions such as trade union cooperatives. Minister in the 
Prime Minister Office (PMO) and Sec-Gen of the National Trade Union 
Congress (NTUC) Lim Swee Say is also bringing trade union institutions 
closer together. He forged the links between the Saigon Union of Trading 
Co-operative and Singapore’s NTUC FairPrice group to co-organise the in- 
augural Vietnam Fair at more than 120 supermarkets across Singapore from 
29 May 2020 to 11 June 2020 and aims to see the event become a yearly 
activity to feature/introduce Vietnamese-made products to Singaporeans.* In 
that way, Singapore consumers can be exposed more to Vietnamese products 
and this can also encourage more trade links within ASEAN. Both Vietnam 
and Singapore are also part of the CPTPP. 


Il. THE COMPREHENSIVE AND PROGRESSIVE AGREEMENT FOR 
TRANS-PACIFIC PARTNERSHIP (CPTPP) 
Singapore, Brunei, Chile, and New Zealand launched twelve-member 
Trans-Pacific Partnership (TPP) talks in 2008 before its successor, the 
CPTPP (Comprehensive and Progressive Trans Pacific Partnership), was fi- 
nally signed in 2017. As one of the handful of founding nations to come up 
with the idea of Trans Pacific Partnership (TPP), Singapore was at the fore- 
2 Chang, Jonathan, “Commentary: The future is Asian but can Singaporeans lead it?” dated 26 Feb 2020 


in Channelnewsasia [downloaded on 26 Feb 2020], available at https://www.channelnewsasia.com/news/ 


commentary/singaporeans-studying-overseas-china-indonesia-vietnam-india- 12467844 


3 The Embassy of Socialist Republic of Viet Nam, “Singapore values economic bond with Vietnam official” 
in The Embassy of Socialist Republic of Viet Nam website [downloaded on 31 May 2020], available at 
https://vnembassy-singapore.mofa.gov.vn/en-us/News/EmbassyNews/Pages/Singapore-values-econom- 


ic-bond-with-Vietnam-official.aspx?p=3 


364 


DR © 2022. Universidad Nacional Aut6noma de México-Instituto de Investigaciones Juridicas 


Estg\obra forma parte del acervo de la Biblioteca Juridica Virtual del Instituto de Investigaciones Juridicas de la UNAM 
Uridicas.unam.mx Libro completo en: 
si/Mbiblio juridicas.unam.mx/bjv https://tinyurl.com/4y8m6zcc 


f 


front of free trade regionalism discussions with the United States of America, 
Japan, Australia and New Zealand, a gathering of parliamentary democracies 
in the region. Japanese Prime Minister Shinzo Abe made a very courageous 
and brave decision and put his career on the line when Japan entered the 
US-led Trans-Pacific Partnership talks during the era of US President Bar- 
rack Obama’s administration. Japan then displayed another round of leader- 
ship when it transformed a stillborn TPP into the Comprehensive and Pro- 
gressive Agreement for Trans-Pacific Partnership (CPTPP) which came into 
effect from 30 December 2018 onwards. The CPTPP is open and inclusive. 
The Japanese government also welcomes post-Brexit United Kingdom to join 
the CPTPP when it is ready after leaving the European Union (EU). 

Consequently, Singapore is part of the important milestone Comprehen- 
sive and Progressive Trans Pacific Partnership (CPTPP) 11-country trade 
deal, a reworked edition of the Trans-Pacific Partnership (TPP) that will cut 
tariffs in the Asia Pacific region for Australia, New Zealand, Canada, Japan, 
Mexico and Singapore, Vietnam, Brunei, Chile, Malaysia and Peru. The 
United States is interested to re-join at a later date when the conditions are 
right. The CPTPP (also nicknamed the ‘TPP-11’ after the 11 countries that 
remain in the pact) forges an economic region with 500 million people. It is 
valued at US$11 trillion in gross domestic product GDP (approximately 14% 
of the globe’s total GDP) and it maintains momentum on items like services, 
electronic commerce (e-commerce), telecommunications, competition poli- 
cy, state-owned enterprises (SOEs), intellectual property (IPR), government 
procurement, transparency, anti-corruption, labour rights and the environ- 
ment, beyond just mere free trade.* 

When the pact was in its TPP carnation, it was often known as the golden 
benchmark of free trade agreements since it has much higher standards for items 
like state-owned enterprises (SOE), human rights, labour rights and intellectual 
property rights (IPR) which may make it more challenging for authoritarian gov- 
ernments or rogue states to join in. To be a member, they must agree to a coterie 
of strict conditions in this area. But, in its CPTPP carnation, it is an inclusive 
pact that welcomes all who are interested to meet its standards as a signatory. 


Ill. SINGAPORE’S ASEAN SMART CITIES NETWORK INITIATIVE 
Singapore’s achievement in putting together and leading the smart cities 
initiatives in ASEAN when it was the ASEAN chair is highly praised in the 
region and beyond for being a progressive vision. The ASEAN Smart Cities 
Network (ASCN) uses Industry 4.0 technologies and urban infrastructure 
4 West, John, “As Global Protectionism Rises, Japan Emerges as Asia’s Free Trade Champion” dated 30 


May 2019 In Brink New [downloaded on 30 May 2019], available at https://www.brinknews.com/as- 


global-protectionism-rises-japan-emerges-as-asias-free-trade-champion/ 
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construction to enhance the liveability and quality of life for the people in 
selected 26 cities within ASEAN. The 26 smart cities include Singapore, 
Johor Bahru, Phuket, Yangon, Phnom Penh and Vientiane. The Singapore 
proposal is timely because ASEAN projects 90 million more individuals will 
move to Southeast Asian cities by 2030 and it is therefore important to build 
smart accessible cities for all.» The ASCN intends to use digital technologies 
to make public facilities and infrastructures more accessible to the physical- 
ly challenged individuals so that they can navigate around the city with ease. 
The most advanced technological nation in the world, the United States, 
is highly supportive of this proposal. The US has an interest in the digital 
infrastructure of the ASEAN (Association of Southeast Nations) economy 
(a market worth almost nearly US$3 trillion) and US Vice President Mike 
Pence “spur renewed American investment in the region’s digital infrastruc- 
ture” by dedicating an initial US investment of US$10 million.° The US, in 
fact, has much to offer since many of the world’s most high tech equipment 
and software come from the US’s Silicon Valley in Palo Alto in California. 

According to Tan Chee Haw (Singapore’s chief Smart City officer) the 
Singapore-initiated ASEAN Smart Cities Network will construct a digital 
economy for employment/ economic opportunities while promoting digital 
governance so that the citizenries can access the government electronically, 
promote digital education/literature and ensure egalitarian distribution (mit- 
igation of rich-poor gap, poverty, urban-rural gap, etc.) of smart urban re- 
sources to all.’ Smart cities can help to make lives and businesses more 
convenient by making administrative transactions efficient through online 
procedures. Singapore is keen to help other ASEAN countries catch up in 
this sector. One way in which Singapore provides digital education is by co- 
operating with Japan. To carry their free trade vision into the 21* century, 
both Japan and Singapore are also providing capacity-building training for 
other emerging economies. The training areas include digital training as one 
items in an array of courses for ASEAN’s officials. 

On 16 May 2019, a planning committee on the FY2019 annual work plan 
for Japan-Singapore Partnership Programme for the 21st Century met in 


5 ASEAN, “The ASEAN Smart Cities Network: Singapore's legacy as ASEAN chair” dated 3 Jan 2019 in 
ASEAN Today [downloaded on 3 Jan 2019], available at https://www.aseantoday.com/2019/0 I/the-ase- 


an-smart-cities-network-singapores-legacy-as-asean-chair/ 

6 McCarthy, Simone, “Can China outsmart the United States in the race to build smart cities in Southeast 
Asia?” dated 25 November 2019 in South China Morning Post (SCMP) [downloaded on 25 November 
2019], available at https:/\www.scmp.com/news/china/diplomacy/article/3039 1 10/can-china-outsmart- 
united-states-race-build-smart-cities 

7 ASEAN, “The ASEAN Smart Cities Network: Singapore's legacy as ASEAN chair” dated 3 Jan 2019 in 
ASEAN Today [downloaded on 3 Jan 2019], available at https://www.aseantoday.com/2019/0 I/the-ase- 


an-smart-cities-network-singapores-legacy-as-asean-chair/ 
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Singapore. Their respective foreign ministry officials participated in the 
meeting. Director Yukiko Okano (Country Assistance Planning Division I, 
International Cooperation Bureau) and officials of Japan International Co- 
operation Agency met with Director-General William Tan (Technical Coop- 
eration Bureau). They created training courses for ASEAN’s Mekong coun- 
tries (e.g. courses such as Urban Development under a Smart Nation Vision, 
Development of Private Sector, Intellectual Property Protection and Rights, 
Micro-Small and Medium Enterprises, Attracting FDIs, Financial Technolo- 
gy and Digital Economy).® The trained officials can bring back their knowl- 
edge to teach other fellow officials or use the technologies when they be- 
come available in their workplaces. 

Many of the recipients of the training come from the later ASEAN mem- 
ber states that are former or current socialist economies which have been 
making the transition to market economies and/or democratic regimes. They 
are the CLMV countries or Cambodia, Laos, Myanmar and Vietnam. All 
CLMV have promising economies now in rapid take-off with the rise of Viet- 
nam in the lead. Cambodia is prospering now with incoming investments 
from China, ASEAN and other investors. Laos has ambitions to become the 
battery of Indo-China with its hydropower dams while Myanmar is known as 
the region’s last economic frontier after emerging from years of economic 
sanctions. Singapore is a major investors in all of them. 

One major feature of smart cities is the ability to do e-commerce, over- 
coming physical barriers, expensive office rentals and reaching a much wide 
audience (regional or even global). Singapore works closely with advanced 
economies in this aspect to encourage greater digitization of regional econo- 
mies. Separately from its ASEAN Smart Cities network initiative, on a more 
macro perspective in the e-commerce sector, Australia, Japan and Singapore 
hosted an informal meeting of Ministers on the World Trade Organization 
(WTO) electronic commerce (e-commerce) negotiations in Davos Switzer- 
land on 24 January 2020. Their discussion centred on how to shape an inter- 
national environment for digital trade with privacy and consumer protection 
(Australia); incorporating the concept of Data Free Flow with Trust (DFFT) 
through the “Osaka Track” (Japan) and the modernization of the WTO rule 
book to tackle important trends/requirements in the digital space for both 
big and small players alike (Singapore).° 

8 Ministry of Foreign Affairs (MOFA) Japan, “Japan-Singapore Partnership Programme for the 21** Centu- 


ry (JSPP21)” dated 16 May 2019 in Ministry of Foreign Affairs (MOFA) Japan website [downloaded on 
16 May 2019], available at https://www.mofa.go.jp/press/release/press le_000125.html 


9 METI Ministry of Economy, Trade and Industry Japan, “Australia, Japan and Singapore welcome good 
progress in WTO electronic commerce negotiations” dated 24 Jan 2020 in the Ministry of Econo- 
my Trade and Industry METI [downloaded on 24 Jan 2020], available at https://www.meti.go.jp/pre 
ss/2019/01/20200124004/20200124004-2.pdf 
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Singapore can then be a conduit to bring ideas from interactions with 
Australia and Japan back to ASEAN. E-commerce is at a take-off stage in 
ASEAN economies and has been in place for many first-tier cities in South- 
east Asia. Singapore-led smart cities initiative will focus on using digital 
technologies to tackle issues like fast urbanization, crowded cities, pollution 
and its impact on water/air qualities and help to mitigate community-build- 
ing needs from 2018 to 2025.'° Singapore smart cities network initiative will 
also emphasize digital infrastructure construction, e-services, civic and so- 
cial projects, health and wellbeing, safety and security, quality environments, 
built infrastructure, and industry and innovation.'' It is a comprehensive list 
of items that creates economic opportunities for many regional and global 
high tech firms. Thus, it is not surprising that regional firms and global tech 
firms are interested to participate in this initiative. 

US participation is keen on shaping the concept of “smart cities” in ASE- 
AN. It did not want smart cities to translate to high surveillance spaces, and 
is interested in sister-city partnerships for transport and water security, hav- 
ing city representatives exchanges in Washington, forging business partner- 
ships with US companies like IBM and General Electric; thus pledging 
US$10 million followed by US government incentivization of private sector 
companies to invest in ASEAN’s digital infrastructure.'* Within ASEAN, 
smart cities’ climate mitigation mechanism is also targeted for implementa- 
tion in second tier cities (smaller-scale cities) that are economically and in- 
dustrially less developed so that their local communities/governments can 
decide how they want to develop digitally in their economic plans based on 
local conditions.'? And, when tailor-made solutions are successfully imple- 
mented, some of these solutions can be applied across the region and, when 
implemented on a sizable scale, they become technological benchmarking 
platforms across the region. 

Very importantly, Singapore’s initiative has the support of the United 
States of America (USA). In 2018, US Vice-President Mike Pence declared 


10 Chia, Lianne “26 cities to pilot ASEAN Smart Cities Network” dated 28 April 2018 [downloaded on 
28 April 2018], available at https:/Avww.channelnewsasia.com/news/singapore/26-cities-to-pilot-ase- 
an-smart-cities-network- 10183550 

11 ASEAN, “The ASEAN Smart Cities Network: Singapore's legacy as ASEAN chair” dated 3 Jan 2019 in 
ASEAN Today [downloaded on 3 Jan 2019], available at https://www.aseantoday.com/2019/0 I/the-ase- 
an-smart-cities-network-singapores-legacy-as-asean-chair/ 

12. McCarthy, Simone, “Can China outsmart the United States in the race to build smart cities in Southeast 
Asia?” dated 25 November 2019 in South China Morning Post (SCMP) [downloaded on 25 November 
2019], available at https://\www.scmp.com/news/china/diplomacy/article/3039 1 10/can-china-outsmart- 
united-states-race-build-smart-cities 

13 ASEAN, “The ASEAN Smart Cities Network: Singapore's legacy as ASEAN chair” dated 3 Jan 2019 in 
ASEAN Today [downloaded on 3 Jan 2019], available at https://www.aseantoday.com/2019/0 I/the-ase- 
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that the United States supports the ASEAN initiative to change the South- 
east Asia’s fastest developing cities into technological hubs in the Asean 
Smart Cities Network (ASCN) to deal digitally with the challenges of accel- 
erated urbanisation and increasing populations (problems such as water 
source pollution, disease, tax collection and crime reduction).'* Externally, 
the ASEAN Smart Cities Network (ASCN) is inclusive rather than exclusive 
and encourages public-private sectors partnerships, ASEAN governments 
and extra-ASEAN (external powers) partnerships. This is in line with Singa- 
pore’s vision of inclusive, free and open trading regime for the region and the 
Asia Pacific. Japan will be playing an important role in the regional smart 
cities network. It already has pre-existing arrangements with some ASEAN 
countries like Thailand. Thailand has the Amata Smart City Chonburi proj- 
ect that collaborates with the Yokohama Urban Solutions Alliance to build a 
responsive, controllable and adaptable urban smart power grid to decrease 
the carbon footprints of City Chonburi’s US$40 billion yearly component of 
Thailand’s Gross Domestic Product.'* In these examples, Japan is a provider 
of high quality infrastructure and electronic solutions. 

There is also a need to address security issues online as well. ASEAN 
governments are also keen on cybersecurity collaboration. They are aware 
that it is a multi-faceted issue that needs coordinated responses from multi- 
ple stakeholders in various platforms to encourage regional economic/tech- 
nological development working through capacity-building measures. '¢ Inter- 
nally, ASEAN governments will collectively develop City-specific Action 
Plans for Smart City Development and it is up to each member country to 
lay down their infrastructure plans in accordance with their own local needs. 
Each city can then contribute to the masterplan their own priorities in forg- 
ing smart cities and then integrate them into the regional masterplan. It is a 
flexible arrangement to ensure solutions are tailor-made instead of one 
size fits all. Focusing on Singapore’s thematic concepts of innovation and 
resilience (and the associated social justice, equitable development), financ- 
ing of the ASEAN Smart Cities Network will reach out to: World Bank, 
Asian Development Bank, Asian Infrastructure Investment Bank, Global 


14 McCarthy, Simone, “Can China outsmart the United States in the race to build smart cities in Southeast 
Asia?” dated 25 November 2019 in South China Morning Post (SCMP) [downloaded on 25 November 
2019], available at https:/\www.scmp.com/news/china/diplomacy/article/3039 1 10/can-china-outsmart- 
united-states-race-build-smart-cities 

15 ASEAN, “The ASEAN Smart Cities Network: Singapore's legacy as ASEAN chair” dated 3 Jan 2019 in 
ASEAN Today [downloaded on 3 Jan 2019], available at https://www.aseantoday.com/2019/0 I/the-ase- 


an-smart-cities-network-singapores-legacy-as-asean-chair/ 


16 Chia, Lianne “26 cities to pilot ASEAN Smart Cities Network” dated 28 April 2018 [downloaded on 
28 April 2018], available at https:/4vww.channelnewsasia.com/news/singapore/26-cities-to-pilot-ase- 


an-smart-cities-network- 10183550 
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Infrastructure Hub, former Australian PM Malcolm Turnbull’s US$30 mil- 
lion investment fund, Japan External Trade Organization (JETRO) and Unit- 
ed Nations Development Programme (UNDP).?” 


IV. SINGAPORE AND ASEAN IN THE POST-CORONAVIRUS WORLD 
Like in the case of the smart cities network initiative, Singapore is often on 
top of things, spotting potential issues to tackle before they arise. Singapore 
is poised to propose a new protocol for cross-boundary mobility of travellers 
once the pandemic mortality rate shows a downward trend and becomes 
manageable and so Singapore’s Ambassador to Indonesia, Anil Kumar Nayar, 
identified the need to take time and come up with procedures and a check- 
list of action before cross border travel between countries could resume.'* 
Fortunately, the travel hub in Oceania between Australia and New Zealand 
can be a useful reference for this purpose. While there are eminent benefits 
in resuming business travel or tourism, it best to proceed with caution given 
the highly-infectious nature of the COVID-19 coronavirus and the tendency 
to experience subsequent waves of infection after relaxing restrictions on 
mobility or social distancing protocols. 

The restarting of regional travel is extremely crucial as Singaporean com- 
panies are now increasingly integrated into regional operations. Fortunately, 
digital links like Zoom, Google Meet, Hangout, Skype, email and other digi- 
tal software are bridging this need during the pandemic. In the past, regional 
connectivity was mainly applicable to multinational companies (MNCs) 
based in Singapore. However, today, even local companies are also spreading 
their wings regionally. For example, Singaporean venture-backed company 
Wonderlabs Group has activities in six countries across nine cities helping its 
customers in come up with software and leading software development 
teams internationally, while another local company Shopee grew from 10 to 
1,000 workers in 4 years with operations in Singapore, Indonesia, Malaysia, 
Vietnam, Thailand, the Philippines and Taiwan.'° All these regionally-suc- 
cessful local companies emphasize once again the need for cross-cultural 
teamwork and regional connectivity (both digital and real world connec- 
tions). Singapore’s education will be tweaked to meet such ends. 


17 ASEAN, “The ASEAN Smart Cities Network: Singapore's legacy as ASEAN chair” dated 3 Jan 2019 in 
ASEAN Today [downloaded on 3 Jan 2019], available at https://www.aseantoday.com/2019/0 I/the-ase- 
an-smart-cities-network-singapores-legacy-as-asean-chair/ 

18 Jakarta Post, “Singapore to propose post-corona rules for ASEAN travel” dated 5 May 2020 in News 
Desk The Jakarta Post [downloaded on 5 May 2020], available at https://www.thejakartapost.com/sea- 
sia/2020/05/05/singapore-to-propose-post-corona-protocol-for-asean. html 

19 Chang, Jonathan, “Commentary: The future is Asian but can Singaporeans lead it?” dated 26 Feb 2020 
in Channelnewsasia [downloaded on 26 Feb 2020], available at https://www.channelnewsasia.com/news/ 
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V. SINGAPORE AND INDONESIA 


Indonesia is the heavyweight entity in Southeast Asia. As the largest power 
in Southeast Asia, Indonesia has been a benign giant dedicated to the overall 
prosperity of the ASEAN region and working closely with Southeast Asia’s 
“brain” and a small entity like Singapore that punches far above its economic 
weight. Indonesia and Singapore are well poised to increase their bilateral 
economic cooperation. This can be seen in the Indonesian Trade Minister 
Agus Suparmanto’s gathering with Singapore’s Trade and Industry Minister 
Chan Chun Sing on the sidelines of the 35th ASEAN Summit in Bangkok 
Thailand and they have formed six working groups: on Batam, Bintan, and 
Karimun Special Economic Zone and working group on investment, man- 
power, transportation, agribusiness, and tourism.*® Batam and Bintan are 
part of the Riau Archipelago where Singaporean investors have been de- 
veloping and cooperating economically for some time. Batam has become 
a prosperous industrial zone while Bintan have become a popular tourist 
location (including exotic eco-tourism resort). 

Given the already strong working relationship between both countries in 
the Riau Archipelago and elsewhere, Singapore and Indonesia’s economic 
ties are likely to deepen further. The Singapore—Indonesia commercial avia- 
tion route is one of the most heavily travelled within Southeast Asia.*! Singa- 
pore and Indonesia are keen to deepen talks on the Regional Comprehensive 
Economic Partnership (RCEP) and come up with market access strategies 
with a coordinated ASEAN front in joining RCEP’s economic cooperation 
mechanism that includes 10 ASEAN member nations and six partner states: 
China, South Korea, Japan, Australia, New Zealand, and India.” This trade 
pact appears to emphasize low-lying fruits that makes the pact more prag- 
matic and goals more attainable (in comparison with the golden standards of 
compliance found in TPP, now CPTPP). The RCEP initiative was started in 
November 2012 and it makes up 50% of the world’s population, 30% of glob- 
al GDP and approximately 25% of world exports and foreign investment.” 


20 Antara (Sella Panduarsa G., Sri Haryat), “Indonesia-Singapore meeting focused on bilateral trade im- 
provement” dated 1 November 2019 in Antara News [downloaded on 1 Nov 2019], available at https:// 
en.antaranews.com/news/135747/indonesia-singapore-meeting-focused-on-bilateral-trade-improvement 

21 Chong, Alan, “Taking the long view of Singapore—Indonesia relations” dated 17 September 2016 in 
East Asia Forum [downloaded on | Jan 2019], available at https://www.eastasiaforum.org/2016/09/17/ 
taking-the-long-view-of-singapore-indonesia-relations/ 

22 Antara (Sella Panduarsa G., Sri Haryat), “Indonesia-Singapore meeting focused on bilateral trade im- 
provement” dated 1 November 2019 in Antara News [downloaded on 1 Nov 2019], available at https:// 
en.antaranews.com/news/135747/indonesia-singapore-meeting-focused-on-bilateral-trade-improvement 

23 West, John, “As Global Protectionism Rises, Japan Emerges as Asia’s Free Trade Champion” dated 30 
May 2019 In Brink New [downloaded on 30 May 2019], available at https://www.brinknews.com/as- 
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Japan and Singapore are both important participant in the talks since its 
inception. 

A successful conclusion of the Regional Comprehensive Economic Part- 
nership (RCEP) trade agreement opens the way for Singapore and Indonesia 
to engage with economic opportunities in China. RCEP is sometimes per- 
ceived to be favoured by Beijing due to its low-lying fruits and initial exclu- 
sion from the TPP. [The RCEP was going to be concluded in Bangkok Thai- 
land in 2019 but was scuttled last minute with the reversal of India’s decision 
to join the pact.] Given that India and China will be important engine of 
growth for the region, Asia as a whole and the world, India’s participation is 
crucial though India itself felt it is not ready to do so. There are some talks 
that it may be possible to sign the pact without India and then allow India to 
join when it is ready to do so. This will allow those who are ready to move 
ahead with the pact first. In both CPTPP as well as RCEP, Singapore and 
Japan are active participants. 


VI. RISE OF THE ‘LITTLE DRAGON’ 

Singapore is also a fast and early mover in investing in the rising dragon of 
Southeast Asia — Vietnam. Vietnam has been the major beneficiary of the 
US-China trade war, attracting multinational companies (MNCs) leaving 
China due to the US tariffs over to its shore, while at the same time, en- 
joying a boom in its economy driven by oil exports and companies seeking a 
cheaper production base (as China’s salaries rise) manned by a labour force 
with hardworking ethics. Minister in the Singaporean Prime Minister’s Of- 
fice and Secretary-General of the National Trade Union Congress (NTUC) 
Lim Swee Say is a point person in further Singapore’s economic ties with 
Vietnam. He revealed that local businesses want to invest in the country and 
bolster trading with Vietnamese partners in his exchange with Deputy Sec- 
retary of the Ho Chi Minh City Party Committee Nguyen Thi Thu Ha and 
Vice Chairwoman of the municipal People’s Committee Nguyen Thi Hong 
on 29 May 2020.** There is much potential for Vietnam and Singapore to 
work together, including cooperation at a city-level bilateral exchange. 


SECURITY. FIVE POWER DEFENCE ARRANGEMENT (FPDA) 

As a former British colony, Singapore is a member of the Commonwealth 
and participates in the Five Power Defense Arrangements, so it has tradi- 
tional security relations with Australia, Malaysia, New Zealand, and the 


24 The Embassy of Socialist Republic of Viet Nam, “Singapore values economic bond with Vietnam official” 
in The Embassy of Socialist Republic of Viet Nam website [downloaded on 31 May 2020], available at 
https://vnembassy-singapore.mofa.gov.vn/en-us/News/EmbassyNews/Pages/Singapore-values-econom- 


ic-bond-with-Vietnam-official.aspx?p=3 
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United Kingdom which is a traditional Anglo-Saxon stakeholder presence in 
Southeast Asia, contributing to peace and security in the region and keeping 
regional trade going. Malaysia and Singapore were both former colonies of 
the British empire. The “five powers” defence arrangement involving Aus- 
tralia, Malaysia, New Zealand, Singapore, and the United Kingdom consult 
each other in the event of an imminent threat on any members, augment in- 
teroperability and has become the world’s second oldest military and security 
partnership. They are committed to peace in the region, prosperous global 
trading system, protect regional economic stakes and keep the South China 
Sea open as a secure maritime trading area while rendering recovery ops for 
terrorism and natural disaster incidents and intelligence-sharing. Besides 
the FPDA, the US is another Asia Pacific stakeholder from the West with a 


long-established presence. 


VII. SINGAPORE THE US STRATEGIC PARTNER 

US allies in East Asia like Australia, Japan, South Korea, Singapore (which 
prefers to use the word ‘strategic partner’ rather than ‘allies’), the Philippines 
and Thailand in Southeast Asia depend on the US for their regional security 
guarantee and economic leadership. A new maritime order is emerging with 
the US in the leadership pole of the Indo Pacific Command and its four 
major members (US, Japan, Australia and India) form the core Quadrilateral 
Security Dialogue or the Quad. Due to the close strategic ties between the 
four as well as common democratic values, these four countries are known 
as an ‘alignment’, one step away from and not yet an ‘alliance’. India is also 
keen on involving ASEAN countries in the Indo-Pacific Strategy. ASEAN 
Centrality endorsed by India is important in this Indo-Pacific Strategy and 
Singapore is a member of ASEAN. Indonesia is also keen to promote its own 
Indo-Pacific vision with ASEAN Centrality. ASEAN recognizes the rule of 
law, freedom of navigation which serves the US priority of freedom of naviga- 
tion very well. Japanese naval and Singaporean personnel also strengthened 
interoperability between the two navies which is enhanced through mutual 
attendance of courses and military staff talks.’ 

Singapore has also trained with the Indian navy under the auspices of US 
naval hosts, alongside fellow ASEAN navies like the Philippines. In June 
2018, the Singapore navy was part of the Multinational Group Sail battle- 
ships (Singapore’s 6'* time) from the Indian Navy, Japan, Philippine Navy 
and United States Navy (USN) training from Guam to Hawaii in the multi- 
national bi-yearly Rim of the Pacific Exercise (Ex RIMPAC), globally the 


25 Mindef News Releases, “Singapore and Japan Navies Reaffirm Ties with Passage Exercise and Port Call” dat- 
ed 22 Aug 2018 in Mindef Singapore [downloaded on 22 August 2018], available at: https://bit.ly/3 FZ8AqX 
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biggest multilateral maritime exercise.”° Thus, Singapore is doing its part for 
regional peace in the waters that range from East Asian waters to Guam and 
to Hawaii, working with fellow ASEAN states and stakeholders to keep the 
vital sea lanes of communications open and free for trade while advocating a 
Code of Conduct (CoC). 

Singapore’s pacifist and responsible position in maritime trade security is 
lauded by many stakeholders in the system. Singapore was also a participant 
that witnessed the successful consolidation of all documentation between 
ASEAN states and China into a single Code of Conduct (CoC) document. 
Singapore therefore urge all regional players to opt for a peaceful co-exis- 
tence in the South China Sea (SCS). 


A US STRATEGIC PARTNER AND A STAKEHOLDER IN REGIONAL PEACE. 
Essential to peaceful and productive regional and international trade is the 
presence of the US in enforcing open and free Sea Lanes of Communications 
(SLOCs). In a recent move, the US Pacific Air Force Command deployed 2 
U.S. Air Force B-1B bombers carrying out a Bomber Task Force mission in 
the South China Sea on 26 May 2020 to demonstrate their flight capabil- 
ities, and operability under international law at the schedule and tempo of 
the USAF (US Air Force)’s decision.” The US is determined to remain as 
an important stakeholder in the region. Singapore is a close strategic part- 
ner and enjoys advanced military ties with the U.S. The two militaries have 
regular exercises together with the access points from Singaporean Changi 
naval base facilities to support US maritime operations throughout South- 
east Asia and Singapore also earned the right to acquire the state-of-the-art 
F-35 fighter jets while the US is Singapore’s largest foreign direct investor 
and hires 250 000 Singaporeans in the island city.** The US’s longstanding 
relationship with Singapore helps to bring peace to the region and the con- 
tinued engagement of US power in the region. It is this peace effort that 
underlines regional prosperity. 

At the point of this writing, the US and Singapore had just completed their 
bilateral naval exercise in the South China Sea on 27 May 2020 Wednesday. 
The Independence-variant littoral combat ship (LCS) USS Gabrielle Giffords 


26 Mindef News Releases, “Singapore and Japan Navies Reaffirm Ties with Passage Exercise and Port 
Call” dated 22 Aug 2018 in Mindef Singapore [downloaded on 22 August 2018], available at https://bit. 
ly/3FZ8AqX 

27 Adamczyk, Ed, “U.S. and Singapore join in South China Sea naval exercises” dated 27 May 2020 in UPI 
[downloaded on 27 May 2020], available at https:/vww.upi.com/Defense-News/2020/05/27/US-and- 
Singapore-join-in-South-China-Sea-naval-exercises/244 1590593763/ 

28 Jain, Aaarushi, “Singapore: A Small Asian Heavyweight” dated 16 April 2020 in Council of Foreign 
Relations website [downloaded on 16 April 2020], available at https:/\www.cfr.org/backgrounder/singa- 


pore-small-asian-heavyweight 
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and the Singapore Navy Formidable-class multi-role stealth frigate RSS 
Steadfast carried out a 2-day flashing light, manoeuvring, large/small-calibre 
gun shooting and photo exercises with complete social distancing protocols 
to avoid the infection of the COVID-19 coronavirus pandemic.”? The LCS 
USS Gabrielle Giffords is a high-tech vessel that resembles a science fiction 
craft with its sleek streamlined appearance. It can operate in shallow waters 
and can navigate the waters very quickly in island-hopping style. 

Singapore also has exchanges with the US’s closest Pacific ally, Japan. 
Republic of Singapore Navy (RSN)’s Formidable-class frigate RSS Tenacious 
armed with a Sikorsky S-70B Seahawk naval helicopter trained with the Ja- 
pan Maritime Self-Defense Force (J/MSDF) Murasame-class destroyer JS 
Murasame in Yokosuka Japan on 22 August 2018 in communications and 
manoeuvring drills, mutual ship visits and information sharing on naval avi- 
ation.* Singapore is therefore a stakeholder in regional peace and security, 
doing its part to combat potential dangers like piracy, hostile entities and 
familiarity with all sorts of naval priorities. Both Japan and Singapore are 
associated with the US military network in the region. In working with the 
RSS Steadfast, Cmdr. Dustin Lonero, Blue Crew commanding officer re- 
ported the two ships showed high tactical proficiency, a productive learning 
experience, enhanced friendship bonds and augmented professionalism 
while testing their state of the art weapon systems: USS Gabrielle Giffords’ 
57 mm gun.50-cal. guns, 30 mm Mk44 Bushmaster guns and Hellfire mis- 
siles and RSS Steadfast’s Harpoon SSM anti-ship missiles, MBDA Aster an- 
ti-air missiles, EuroTorp torpedoes and 76 mm and 12.7 mm guns.*! 


VIII. CONCLUSION 

Singapore’s engagement with India, Indonesia, ASEAN countries are cer- 
tainly examples of its desire to familiarize itself with emerging markets where 
there are growing numbers of consumers and an emerging middle-class. 
Singapore is convinced that these emerging markets are locations where 
economic growth will be fastest in the region or even the world. There- 
fore, these emerging markets are potentially buffers that can hedge against 


29 Adamcezyk, Ed, “U.S. and Singapore join in South China Sea naval exercises” dated 27 May 2020 in UPI 
[downloaded on 27 May 2020], available at https:/vwww.upi.com/Defense-News/2020/05/27/US-and- 
Singapore-join-in-South-China-Sea-naval-exercises/244 1590593763/ 

30 Mindef News Releases, “Singapore and Japan Navies Reaffirm Ties with Passage Exercise and Port Call” 
dated 22 Aug 2018 in Mindef Singapore [downloaded on 22 August 2018], available at https://www.min- 
def. gov.sg/web/portal/mindef/news-and-events/latest-releases/article-detail/20 1 8/august/22aug18_nr/!u- 
Wzv_dGRzC2mgUFShf2pJUOjd0voHT- 

31 Adamcezyk, Ed, “U.S. and Singapore join in South China Sea naval exercises” dated 27 May 2020 in UPI 
[downloaded on 27 May 2020], available at https:/Avww.upi.com/Defense-News/2020/05/27/US-and- 
Singapore-join-in-South-China-Sea-naval-exercises/244 1590593763/ 
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anti-globalization forces in the world as well as technological disruptions 
brought about by Industry 4.0 (with its Artificial Intelligence A.I. and robot- 
ics applications that are expected to replace human jobs). Demand for hu- 
man jobs and economic opportunities in these emerging markets will remain 
high since they are still experiencing economic fast growth and development. 

Singapore is keen to enter economies where growth prospects are still 
strong. Vietnam is a good example of fast-emerging markets with strong 
growth. Exchanges are carried out between cities to city as Singapore reach- 
es out to first tier cities in Vietnam like the traditional commercial hub of Ho 
Chi Minh City. Deputy Secretary of the Ho Chi Minh City Party Committee 
Nguyen Thi Thu Ha is optimistic about Vietnam-Singapore ties, especially 
with the Vietnam fair accelerating bilateral trade ties. Ha promises Ho Chi 
Minh City will help foreign companies’ investments and business-related 
needs in the city as Vietnam showcases their coffee, dragon fruit and seafood 
products in Singapore’s NTUC Fair Price’s supermarkets (products that un- 
derlined a growth of 30% in exports to Singapore in 2019 including 400 
categories of products like garments, machinery, electronic components and 
farm produce).*? The National Trade Union Congress (NTUC) is the um- 
brella organization for many unions located in Singapore. It works closely 
with the government and the senior management of private sector compa- 
nies. Together this is known as the ‘tripartite’ arrangement which has kept 
Singapore’s trade unions harmonious with company management and a 
stakeholder in the country’s economic development. 

Besides government exchanges, non-governmental entities are just as im- 
portant. Even Track II people-to-people exchanges like student internships, 
exchange programs and tourism are activated to increase exposure of young 
Singaporeans to the emerging markets in the region even as Singapore re- 
mains embedded in the existing economic and trade relations with mature 
economies like the US and Japan. To augment cross-cultural skills and re- 
gional familiarity, the Singapore state intends to expose 70% of Singapore 
tertiary institutions’ graduates to Southeast Asia, China, or India as a com- 
ponent of the new Asia-Ready Exposure programme and also participate in 
the 2019 Global Ready Talent Programme interning overseas with Singapore 
companies.*? 


32. The Embassy of Socialist Republic of Viet Nam, “Singapore values economic bond with Vietnam official” 
in The Embassy of Socialist Republic of Viet Nam website [downloaded on 31 May 2020], available at 
https://vnembassy-singapore.mofa.gov.vn/en-us/News/EmbassyNews/Pages/Singapore-values-econom- 
ic-bond-with-Vietnam-official.aspx?p=3 

33 Chang, Jonathan, “Commentary: The future is Asian but can Singaporeans lead it?” dated 26 Feb 2020 
in Channelnewsasia [downloaded on 26 Feb 2020], available at https://www.channelnewsasia.com/news/ 


commentary/singaporeans-studying-overseas-china-indonesia-vietnam-india- 12467844 
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These are schemes to ease the transition for young Singaporeans to work 
in emerging economies in the future, against the backdrop of Singaporean 
graduates’ preferences in working in developed economies. Singapore’s la- 
bour, human resource talents and workforce will have to get used to working 
with regional colleagues, teams and counterparts as Singapore’s multina- 
tionals’ operational headquarters (OHQs) and regional head office status 
means they will work with cross-cultural and transboundary teams to sup- 
port the regional business networks. They will need to get out of the comfort 
zone and get used to working and residing in exciting new conditions. 
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I. INTRODUCTION 

As the second largest economy and a leading coun- 
try in Southeast Asia, Thailand has always been in- 
fluential to the region both in terms of economic 
development and foreign policy. Starting from host- 
ing the inauguration of ASEAN in 1967, Thailand 
has been playing an important role in the regional 
grouping. For economy, Thailand has represented 
a hub in Southeast Asia, hosting massive foreign 
investment and millions of migrant labor. Explor- 
ing Thailand’s economic and international visions 
which, this chapter aims to analyze the path and 
chart the future of a country that will continue to be 
a driving force in ASEAN. Though intertwined, the 
two visions will be discussed separately for a clearer 
analytical purpose. 


THAILAND’S ECONOMIC VISIONS 

What has been the path of Thai economic devel- 
opment? To answer this question, this section 
is, chronologically but also thematically, divided 
into four periods: 1) from import substitute to ex- 
port-oriented industrialization, 2) the financial cri- 
sis and adjustments, 3) stagnation during political 
turbulence, and 4) the escape from the middle-in- 
come trap. 
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Il. FROM IMPORT SUBSTITUTE TO EXPORT-ORIENTED 
INDUSTRIALIZATION (1960S - 1996) 

Like most developing economies during the early postwar years, Thailand 
subscribed to the mode of Import-Substitute Industrialization (ISI), which 
aimed to save foreign currency through developing domestic industries. 
While state-own enterprises represented major corporations in the nation, 
the main GDP came from the agricultural sector and primary products. The 
manufacturing sector was small, dominated by simple processing industries, 
such as wood, tobacco, and sugar. 

It was the early 1960s when Thailand began to chart industrial develop- 
ment with the import-substitute strategy, through the first five-year National 
Economic and Social Development Plan (1961 — 1966). The government, 
led by Field Marshall Sarit Thanarat who took power through a military 
coup, needed legitimacy by proclaiming economic development (Laotham- 
matas, 1994). Amid the Vietnam War, Thailand received loans and advices 
from the World Bank, among which included opening up. Accordingly, The 
Thai government announced not to set up more state-own enterprises and 
embarked on a limited opening for foreign direct investment (FDI). Ameri- 
can and Japanese investment represented the very first batches of industrial 
investment, primarily for domestic consumption. Aid from the United States 
and Japan was essential in developing infrastructure and human resources. 

Yet, the Thai economy kept depending on the unstable world commodity 
market of agricultural and primary products (Singhapreecha, 2014). In the 
1970s, import-substitute industrialization showed the sign of problems 
caused by looming trade deficit. The Thai economy was also severely affect- 
ed by the 1973 Oil Shock, the following stagflation and the second oil shock 
in 1979, resulting in more deteriorating term of trade in the early 1980s. 
(Jitsuchon, 2002, p.14) 

Such situations require structural adjustments and economic reforms. By 
the early 1980s, four Asian economies came to be successful in their export 
strategies, namely Korea, Taiwan, Hong Kong, and Singapore. Accordingly, 
the Thai government, under the leadership of General Prem Tinsulanonda, 
decided to shift from the ISI strategy to the export-oriented industrialization 
(EOD). In 1982, Thailand joined the General Agreement in Trade and Tariffs 
(GATT), which committed Thailand to reduce import taxes so as to gain re- 
ciprocal market access. Several export taxes were terminated and import tax- 
es on inputs for export were reduced. Importantly, in 1984 Bangkok deval- 
ued its currency from 20 to 27 Baht per a US dollar in order to promote 
exports (Siriprachai, 2009, p.179). Meanwhile, the government also needed 
to prepare infrastructure, including express ways, airports, and ports. Cen- 
tral to the plan is the “Eastern Seaboard Development Program” (ESDP), 
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mainly financed by loans from the World Bank and the Japanese govern- 
ment. Laem Chabang Deep Seaport represents the platform for industrial 
investment. Moreover, the Board of Investment, an agency under the Prime 
Minister Office, was actively promoting incentives to attract FDI, including 
corporate tax break and import duty exemption for processing machinery 
(Phongpaichit & Baker, 2002, p.156). 

Accordingly, the Thai economy drastically changed from the second half 
of the 1980s, when massive FDI flew to the country. Co-incidentally, the yen 
appreciation in 1985 compelled Japan to cut costs and to reduce its trade 
surpluses by relocating some production bases overseas. A good alternative 
would be Southeast Asia countries, particularly Thailand, Malaysia, and In- 
donesia, which were relatively stable with low labor costs. The three econo- 
mies thus received massive amount of FDI and was growing fast to be dubbed 
as the new Asian economic tigers (Sharma, 1998). By the mid-1990s, Thai- 
land had turned into an industrially-oriented economy with an impressive 
economic growth rate of 9.1 percent per annum, owing greatly to rapidly 
growing exports (see Figure 1). 

With such confidence and the availability of global finance offering 
cheaper interest rates, Thailand greatly embraced globalization by liberaliz- 
ing offshore loans to the private sector in the early 1990s. Many Thai corpo- 
rations rushed to take an advantage of the ubiquitous cheap credits, leading 
to the booming of real estate businesses, which gave rise to the bubble 
econom. Meanwhile, Thailand’s exchange rate regime remained unchanged 
by being fixed with US dollar. When international debts were massively 
looming, the Thai economy became risky (Laplamwanit, 1999). 


FIGURE 1. THAILAND ECONOMIC GROWTH RATES, 1961 - 2019 
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Ill. THE FINANCIAL CRISIS AND ADJUSTMENTS (1997 - 2006) 

After almost ten years of consecutive growth, the Thai Economy showed 
a sign of slowdown in 1996 when the GDP growth in real term dropped, 
as exports fell sharply. Thailand competitiveness was deteriorating due to 
increasing competition from other exporting countries, particularly China, 
while wages were on the rise. Thailand was also facing the exchange rate 
speculation due to the fixed exchange rate, which did not reflect the reality 
of the Thai ailing economy at the time. The economic gloom in 1996 finally 
turned into the real nightmare in 1997, when foreign reserves dried up, as 
the attempts to defend the speculation of Thai Baht fell. Thailand had no 
choice but to float the Thai Baht, which soon slipped continually to new 
low values. As external debts were ballooning, resulting from sharply deval- 
uing Baht, Thailand needed to seek loans from the IMF and consequently 


entered into a number of compulsory austerity and liberalization programs 
(IMF, 1997). 


FIGURE 2 THAILAND’S EXPORTS AND GDP VALUES, 1961-2019 
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SOURCE: Adapted from World Bank, 2019 


The Thai economy then went through major adjustments and stabiliza- 
tion. Many distressed financial institutions were closed down, while mone- 
tary and fiscal policies were tightened (IMF, 2000). Reforms included im- 
proving governance of the banking system, privatization of state-owned 
enterprises, trade and investment liberalization. FDI was pouring into the 
country, including those that came to take over a great number of joint ven- 
tures, in which Thai partners went bankrupt. Around the turn of millenni- 
um, Thailand was steadily recovering through increasing exports, owing to 
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price competitiveness stemmed from devaluing currency and the shift to 
focus more on exports among many manufacturers based in the country, 
particularly in automobiles and parts, electric appliances, and computer 
components (JICA Ogata Sadako Research Institute for Peace and Develop- 
ment, 2011). 

In 2001, the new Prime Minister Thaksin Shinawatra adopted the du- 
al-track policies which aimed to foster and fortify the domestic economic 
base, while simultaneously being integrated into the international economy 
with higher-value economies. There were two major sets of policies to 
strengthen the domestic economy. First, the Thaksin government needed to 
beef up the rural economy, which had absorbed many laid-off labor, through 
three core policies — universal healthcare, agrarian debt relief, and village 
funds. Price subsidies for agricultural products were also implemented. 
These policies were dubbed as “populist,” which aimed to gain rural votes as 
well as to address the widening income gap resulted from globalization. To 
move the grassroot economy forward, the government introduced “One 
Tambon One Product (OTOP)”, a project inspired by the One Village One 
Product (OVOP) movement in Japan. The scheme aimed to develop prod- 
ucts unique to each local community. The government gave supports through 
the Village Funds, training, and promotion activities such as fairs and exhi- 
bitions. In the meantime, small and medium enterprises (SMEs) and the 
urban poor also received government supports through cheap credit schemes 
(Phongpaichit, 2004, p.4). 

For the international sector, upon consultation with Michael Porter, a 
renowned Harvard professor, the Thaksin government issued a set of policies 
for industrial upgrading and promoting strategic sectors. The five strategic 
sectors were processed food, automobiles and parts, fashion, tourism, and 
software, spelled out as “Kitchen of the World,” “Detroit of Asia,” “Bangkok 
Fashion City,” “Tourism Capital Asia,” and “World Graphic Design Center” 
respectively (Ministry of Economy, Trade, and Industry, 2004, p. 272). The 
Thaksin government also planned to make Thailand a regional hub for FDI 
and logistics through mega-infrastructure projects, including new airports, 
port expansion, and subway networks. 

Moreover, the government expanded market access for exports through 
embarking on a number of FTA negotiations (Chirathivat & Mallikamas, 
2004, p. 42). As the WTO lost the momentum after 1999, most FTAs launched 
were bilateral and some were regional. During the Thaksin administration 
(2001-2006), there were 15 FTA deals, including those with China, Japan, 
India, Australia and New Zealand, Peru, and Bahrain (Kohpaiboon & Jong- 
wanich, 2015, p. 14). The FTAs, later on, became controversial on lacking 
consultation and transparency. Later on, these issues were politicized, leading 
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to the Thai political crisis since 2005. In September 2006, the Thaksin gov- 
ernment was overthrown by a military coup, which resulted in prolonged po- 
litical polarization that has slowed down most aspects of Thai development. 


IV. STAGNATION DURING POLITICAL TURBULENCE (2007 - 2014) 
After the 2006 coup, there had been not much progress on the economic 
development front as the domestic political tension was continually rising. 
Between 2006 — 2008, there were three prime ministers until Abhisit Vejjaji- 
va was appointed prime minister in 2008 without a general election. During 
the time of rising domestic political impasse, Abhisit continued Thaksin’s 
populism, supplemented with new policies like “elderly allowance” and “free 
education”. On agriculture, Abhisit took another approach to assist farmers 
through income guarantee, not direct prize subsidies which might distort the 
market mechanism. Amid the global economic crisis, similar to most govern- 
ments elsewhere, the Abhisit government ushered the economic stimulus 
called the “Strong Thai Program” and also distributed “helicopter money,” 
which referred to broad-based cash payment given in the aim to boost the 
economy from depression (Walsh, 2010, p. 4-6). 

In 2011, Yingluck Shinawatra, a sister of Thaksin, became prime minister 
under the second-generation populist campaign, including 300-Baht mini- 
mum wage ($10), a minimum salary for civil servants, a rice-pledging 
scheme, first-car and first-house tax rebates, and a tablet for all primary 
school students. The policies met with many criticisms from academia and 
opposing groups, particularly on the rice-pledging scheme, an enormous 
subsidy on rice prices. The scheme allegedly caused market distortion, while 
providing only short-term political and economic gains without considering 
long-term consequences (Sahapattana, 2015, p.71-72). These polices and 
alleged corruption let to the downfall of her administration, following mas- 
sive protests which ended with another coup d’état. 

Overall, the decade between the mid-2000s and the mid-2010s, Thailand 
was embroiled with political cleavages, which let each government to focus 
more on popularity and survival, rather than offering a real economic vision. 
Yet, one common theme is that Thailand needed to move toward higher in- 
comes through upgraded and creative industries. Unfortunately, Thailand’s 
economic visions and implementation during that time lacked continuity 
and consistency, due to the political instability. 


V. THAILAND 4.0: THE ESCAPE FROM THE MIDDLE-INCOME TRAP 
(2014 - PRESENT) 


The military coup in May 2014 brought Thailand back in time with a mili- 
tary government under the leadership of General Prayut Chan-o-cha, under 
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the themes of restoring stability and order as well as moving Thailand for- 
ward. The military junta also pledged to eradicate corruption, reform Thai 
politics, and reconcile political division among the Thais. 

Meanwhile, the Thai economy was not in a good shape, as exports and FDI 
were shrinking, while household debts were looming. There were many rea- 
sons for such glooming economy, including political uncertainty, Baht appre- 
ciation, and higher competition from other exporting countries. Fortunately, 
before the Covid-19 outbreaks, international tourists were steadily increasing 
to more than 30 million per year, which helped sustain the Thai economy. The 
Chinese represented the majority, around one-third, of all the tourist. In any 
case, the biggest agenda for Thailand is how to upgrade its economic struc- 
ture and get the nation out of the middle-income trap (Fernquest, 2016). 

Accordingly, the Prayut government proclaimed the vision to transform 
Thailand into a dynamic, innovative, and high-income country. In this re- 
gard, the government laid down the 20-Year National Strategy (2018 — 2037), 
in which the “Thailand 4.0” scheme stands out. Derived from “Industry 4.0,” 
a term pertaining to industrial revolution based on digital transformation, 
Thailand 4.0 refers to an upgraded economic structure, in which new indus- 
tries and services are being promoted, using technology and innovation. 

Therefore, the government set ten targeted industries and mega-infra- 
structure development in the strategy to attract investment and to facilitate 
economic activities. The targeted industries are categorized into two seg- 
ments called S-curved and new S-curved industries (Kohpaiboon, 2020, 
p.4). As the existing industries that still have potential but need to increase 
productivity and value, the five S-curved industries are new-generation auto- 
mobiles, smart electronics, affluent, medical and wellness tourism, agricul- 
ture and biotechnology, and food for the future. The new S-curved industries 
are high-tech industries with the possibility to drive long-term growth, refer- 
ring to manufacturing robotics, medical hub, aviation and logistics, biofuels 
and biochemicals, and digital industries. Later on, the military government 
included defense equipment into the targeted industries, now total eleven. 

Among the key mega-infrastructure projects are the expansion of subway 
and city-train networks, high-speed trains, inter-city express ways, and the 
newest special economic zone named the Eastern Economic Corridor (EEC). 
Located off the coast of the Gulf of Thailand, the EEC is expected to be- 
come a new hub for technological manufacturing and services. With its stra- 
tegic location, access to neighboring countries is easy by land, sea, and air 
connectivity. The EEC is designed to bypass all regulatory hurdles with spe- 
cial law and regulations to attract investment (Kohpaiboon, 2020, p.5). 
Meanwhile, the subway and city-train networks and high-speed trains are 
aimed to modernize and upgrade transportation and logistics in the nation, 
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which have long been overdue. The former is progressing quite well, sched- 
uled to be completed by 2025. For high-speed train, it was China that won 
to construct the first line to the Northeast. All of these investment costs, of 
course, are very high and will become enormous and accumulated debts for 
the nation (Lam, 2019). 

On the domestic front, the military government adopted a populist-alike 
scheme called “Pracharat” (people state) in a form of welfare for the poor. 
The scheme came in various forms ranging from cash payment to allowance 
and subsidy. As many as 14.5 million population (about 21%) are eligible to 
this welfare (Chantanusornsiri & Theparat, 2018). All of the programs have 
been continued to the elected government, also led by Prime Minister Prayut 
since 2019. 

Questions arise that, while the government was trying to stimulate the 
economy and boost GDP through large-scale infrastructure projects and 
pouring endlessly to help the poor, whether those solutions are sustainable 
and address the real economic problems. The prospect is grimmer after the 
Covid-19 pandemic that hit the world since 2020. Together with the new 
Covid-19 economic rescue packages, the public debt has increased to 57 
percent of the GDP (Pananond & Pongsudhirak, 2020). This large amount 
of debt will be a big burden for decades. 

So far, the government has yet to reduce the income gap much. Thailand 
is now the most unequal economy in the world, based on wealth inequality 
in which one percent of the richest holding as many as 66.9 percent of 
wealth in the country (Thai Public Broadcasting Service, 2019). The first 
term of military rule allegedly benefited only a handful of big corporations 
(Crispin, 2019). The government has been busy coming out with stimulus 
packages giving away a massive amount of money, which compiles more pub- 
lic debts. Amidst the economic headwinds and the current youth movement 
for political change in Thailand, it will take some time to see whether the 
visions are practical and can be realized in time of domestic political turmoil 
and global economic recession due to the Covid-19 outbreaks. 


THAILAND’S INTERNATIONAL VISIONS 
Under the threat of communist expansion during the Cold War years, Thai- 
land had been preoccupied with survival and stability, while trying to devel- 
op its economy. Bangkok thus sided with the United States as a close ally 
fighting in the Vietnam War. After the U.S. pulled out in 1973 and Vietnam 
occupied Cambodia since 1979, Bangkok came to cooperate with China in 
deterring Vietnam throughout the 1980s. 

It was after the end of the Cold War that Thailand came to have a clear 
international vision. Being a regional player has always been Thailand’s in- 
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ternational vision. This section is divided into three parts: 1) Thailand as a 
regional hub (1990-2000), Thailand as a regional player (2001-2005), and 
3) the return of Thailand’s active foreign policy (2015-present). 


VI. THAILAND AS A REGIONAL HUB (1990-2000) 

From 1990 to 2000, Thailand’s international visions were greatly influenced 
by its economic situations. Following economic take-off during the late 1980s 
(Dixon, 1999, pp. 122-128), Thailand has been aspired to become a regional 
hub of Southeast Asia. To realize the goal, in the late 1980s Thailand shifted 
the perception and improved its relations with neighboring countries. 


TRANSFORMING THE BATTLEFIELDS INTO A MARKETPLACE 

Upon taking office in 1988, Prime Minister Chaitichai Choonhavan an- 
nounced a policy called “transforming the battlefields into a marketplace” to 
end the decades of hostility in the region. As the cold war relaxed, economic 
development gained more attention than security issues (Funston, 1998, p. 
294). Given potential demand in Cambodia, Laos, and Vietnam, Thailand 
thus had an economic opportunity in perspective. Border trade would be 
logical and promising, while investment in services like hotels and banks 
would be soon necessary. Interestingly, Thai Baht was used as the medium of 
economic exchanges, since these Indochina countries possessed only limited 
hard currency like the US dollars. 

Concretely, Thailand played a leading role in bringing the four Cambodi- 
an political factions together in closed-door meetings, which contributed to 
reconciliation and peace building in the war-torn country (Buszynski, 1989, 
p. 1065). Meanwhile, the Thai-Lao border Commission was formed, leading 
to the construction of the first Thai-Lao Friendship Bridge, with the aid from 
Australia (Niksch, 1989, p. 171). Export restrictions on many goods to Laos 
were lifted. Diplomatic relations were strengthened. The Thai private sector 
was encouraged to do business in these Indochina countries, particularly 
Vietnam (Buszynski, 1989, p. 1059). Thailand and Vietnam also agreed on 
fishery development cooperation. Most significant is that Vietnam became 
ASEAN’s member in 1995, which formally ended the Cold War hostility. 


CONSTRUCTIVE ENGAGEMENT WITH MYANMAR 

During the Cold War, Thailand and Myanmar shared a number of border 
problems. They were places for illicit trade and battle zones between the 
Myanmar military and ethnic armed groups which frequently transgressed 
into Thai territories. In terms of ideology, Myanmar practiced socialism and 
became a hermit state (Phuangkasem, 1984, pp. 21-22). This weakened com- 
munication between the two countries, resulting in mistrust on each other. 
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Therefore, the Thailand-Myanmar Border Committee was launched in 
May 1989 to solve protracted border problems. Like Singapore and Malay- 
sia, Thai businesses rushed to find business opportunity and invested in 
Myanmar. The very first trade was in logging business along the border. 
There was also high demand for consumer goods from Thailand. Economic 
exchanges let to friendly environment, pacifying conflicts and mistrusts be- 
tween the two countries. Overall, Thailand, together with ASEAN, pursued 
the policy of constructive engagement with Myanmar in the hope that the 
country would be opened up and democratized after its economy was devel- 
oped to some extent. Sanctions against Myanmar were viewed counterpro- 
ductive, as the poor economy was not likely to lead to democratization, but 
the people would be suffering more. Moreover, sanctions would put Myan- 
mar more toward China’s orbit. Accordingly, Thailand and ASEAN supported 
Myanmar’s to become its member in 1997. 

With this backdrop, high-rank visits between Thailand and neighboring 
countries were prevalent, while travel prohibitions were also lifted. The doors 
were now wide open, leading to more interactions and economic transac- 
tions. Thailand then opened several border trading points with neighboring 
countries, to the benefits of Thai businesses and better life of local people. 
Thai tourists were now able to visit neighboring countries, while businessmen 
went over to find business opportunities. By that time, Thailand also came to 
be in short of labor in some certain jobs, leading to the importation of migrant 
labor, particularly from Myanmar and Cambodia, though mostly illegally. 

With such amiable atmosphere, Thailand advocated the idea of ‘Suvarn- 
abhumi’, meaning the golden land, which aimed to position the country as a 
regional trading and financial center for the prosperity of the whole region 
(Christensen, 1990, p. 182). Though Thailand failed to become a regional 
financial center, being hard hit by the Asian Financial Crisis, the increasing 
cooperation facilitated the post-Cold War regionalism promoted by ASEAN 
and inter-regional cooperation during the 1990s. 


TOWARD POST-COLD WAR REGIONALISM 

Thailand has been actively advocating regional cooperation and integration, 
which represents an important pillar of Thai foreign policy. There are two 
sets of cooperation that Thailand and ASEAN pushed forward during the 
1990s, internally and externally. Internally, with the leadership of Prime 
Minister Anand Panyarachun, Thailand proposed the “ASEAN Free Trade 
Area” (AFTA) in 1991 to promote regional integration (Akrasanee, 2017). 
This proposal happened in the context of opening up China, which could di- 
vert FDI from ASEAN, given its sheer market size and lower wages. ASEAN 
thus had to step up its integration, so as to still attract investment. 
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Meanwhile, the end of the Cold War ushered security uncertainty in the 
region. One challenge caught a regional attention. The rise of China raised 
concerns among maritime Southeast Asian states over disputed territories in 
the South China Sea. As there was no mechanism to deal with regional se- 
curity issues, at the ASEAN Ministerial Meeting and Post Ministerial Con- 
ference in 1993, member states agreed to set up the ASEAN Regional Forum 
(ARF) as a mechanism to address regional security (aseanregionalforum. 
asean.org). 

As a leading country in ASEAN, Thailand hosted the ARF inaugural 
meeting in Bangkok in 1994, featuring foreign ministers from 18 nations, 
namely the five ASEAN members, together with ASEAN’s dialogue part- 
ners: the U.S., China, Russia, Japan, South Korea, Australia, New Zealand 
and the European Union. The forum has extended to cover both traditional 
and non-traditional security, while discussing the three pillars: confidence 
building measures (CBM), preventive diplomacy (PD), and conflict resolu- 
tion (CR). In this regard, ASEAN arguably aimed to pacify China and to 
keep the U.S. engaged in the region. Though the ARF, by and large, has 
stopped short at CBM, its utility remained valid as a dialogue forum for 
relevant powers. Interestingly, at the ARF meeting in Bangkok in 2000, 
North Korea was invited to join as a new member, showing the relevance 
of the forum to regional security (Chulasiriwongse, 2001, pp. 350-351). 
Even the isolate country like North Korea has trust and comfort to participate 
in the ASEAN-led forum. 

The fact that the inaugurations of ASEAN and the ARF took place in 
Bangkok implies trust in Thailand to host important meetings. Asia-Europe 
Meeting (ASEM) was another one that called Thailand into service, as the 
first gathering was also convened in Bangkok in 1996. Following the first 
summit of Asia-Pacific Economic Cooperation (APEC), the European side 
wanted to have a platform to connect with Asian economies (Hwee, 2000, 
pp. 114-116). The Asian side also looked for more market and investment 
from Europe. 

In the meantime, Western countries heavily criticized ASEAN for em- 
bracing Myanmar’s membership without any pressure or condition, despite 
its unimproved human rights record. The European Union insisted that 
Myanmar was not present in the next ASEM meeting. In response, Thai 
Foreign Minister Surin Pitsuwan proposed the concept of “flexible engage- 
ment” on Myanmar in the late 1990s. The idea called for more actions 
taken by ASEAN in encouraging, if not urging, Myanmar to change. Though 
not welcomed by some ASEAN members that stuck to ASEAN’s non-inter- 
ference principle, the proposal showed Thailand’s intention in moving 


ASEAN forward. 
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VII. THAILAND AS A REGIONAL PLAYER AND BEYOND (2001-2006) 
From 2001-2006, under the Thaksin’s administration, Thailand pursued “for- 
ward engagement” foreign policy, which reflected the Kingdom’s visions in 
becoming a regional player with an ambition outside the region. The key ini- 
tiatives were fostering bilateral, sub-regional, and inter-regional cooperation. 


PROMOTING BILATERAL FREE TRADE AGREEMENTS 

Multiple FTAs represent a key aspect of the “forward engagement.” The ra- 
tionales were to restore the country’s competitiveness and reduce dependen- 
cy on the generalized system preference (GSP) (Chachavalpongpun, 2010, 
p. 133). During 2001-2005, Thailand concluded many FTAs with countries 
from most corners of the world. Thailand reached agreements with Australia 
in 2004 and New Zealand in 2005. In Asia, FTAs were signed with India in 
2003 and China in 2004. FTA negotiations with Japan started in 2004 and 
was finally inked in 2007. In Latin America, Thailand and Peru enforced 
the early harvest FTA in 2005 and became fully enforced in 2015. In the 
Middle East, Thailand and Bahrain initiated the “Framework Agreement on 
Bahrain-Thailand Closer Economic Partnership” in 2002. Although the par- 
ties agreed to enforce the early harvest of some tariff reductions (Chacha- 
valpongpun, 2010, p. 132), the Gulf Cooperation Council (GCC) in which 
Bahrain is a member demanded the country to conclude the agreement in a 
multilateral manner (thaifta.com). Therefore, the Thai-GCC FTA was pro- 
posed, but no progress has been reported so far. Thailand expected Peru and 
Bahrain to be gateways to their respective region. The FTA with the US was 
also proposed, but could not move forward, partly due to political conflicts 
in Thailand. 


AYEYAWADY - CHAO PHRAYA - MEKONG ECONOMIC COOPERATION 
STRATEGY (ACMECS) 

While ASEAN leaders agreed in 2003 to form the ASEAN Community, 
there was a large economic gap between the old and new members, which 
represented a big obstacle. Thailand saw an opportunity to assist in narrow- 
ing the gap among ASEAN continental members, namely Cambodia, Laos, 
Myanmar, and Vietnam (CLMV). Playing a role as a “sub-regional patron” 
(Chambers & Bunyavejchewin, 2019, p. 3), Thailand under the Thaksin ad- 
ministration proposed the sub-regional cooperation named the Ayeyawady - 
Chao Phraya - Mekong Economic Cooperation Strategy (ACMECS), which 
formally established in November 2003. The name is derived from major 
rivers in continental Southeast Asia. 

Many initiatives both common and bilateral ones were executed. For in- 
stance; the ACMECS Single Visa Scheme under slogan ‘five countries one 
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destination’ enabled tourists to visit the five countries with single visa which 
would enhance tourism (Chambers & Bunyavejchewin, 2019). As for the 
bilateral projects, Thailand planned to grant Official Development Assis- 
tance (ODA) to neighboring countries. In Laos, for example, the Thai gov- 
ernment planned and conducted research on a construction of the third 
Thai—Lao Friendship Bridge, expanded ASEAN Integration System of Pref- 
erences (AISP) for Laotian exports and launched sister city programs to pro- 
mote trade between the two countries (Sanew, 2019, pp. 1280-1285). 

For Cambodia, there are around 72 bilateral projects that Thailand assist- 
ed Cambodia’s development, such as technology transfer, telecommunica- 
tion, infrastructure and human resource development (Mephokee, Roop- 
som, & Klinsukhon, 2014). The two countries also pursued sister city 
programs similar to those in Laos. And for Myanmar, Thailand imported 
large amount of gas and granted ‘favorable trade preference’ on agricultural 
products to Myanmar (Chachavalpongpun, 2010, pp. 164-172). 


THE ASIA COOPERATION DIALOGUE (ACD) 

In spite of the Asian Financial Crisis, quite a few Asian economies bounced 
back fast and strongly. Given Asia’s potentials, Thailand was aware of the 
“missing link” among many parts of Asia. Therefore, Thailand proposed the 
“Asia Cooperation Dialogue” (ACD) to connect Northeast, Southeast, South 
Asia, and the Middle East. In 2002, the inaugural meeting was held in Cha- 
Am, a seaside resort city, featuring 18 countries from the four regions. The 
group agreed to identify various key areas of cooperation, including poverty 
alleviation, human resource development, and promotion of Asian culture 
and tourism, transportation and communication linkages. The meeting also 
agreed to assign members as a ‘prime mover in areas of their interest. For in- 
stance, Thailand is a prime mover on financial, tourism and human resource 
development cooperation (Chachavalpongpun, 2010, p. 102). The grouping 
later on was enlarged to 34 Asian states, including those from Central Asia. 
Unfortunately, given the vast number and diverse members, the ACD has 
predictably not yielded a substantial result. 

In any case, Thailand’s determination to go beyond a regional player was 
demonstrated in its nomination of Foreign Minister Dr. Surakiart Sathirathai 
to be a candidate for the UN Secretary-General in 2005. Thailand put much 
energy in soliciting votes from nations around the globe, arguing for the 
representation from developing countries and Asia. Though Surakiart even- 
tually lost to Ban Ki-Moon from Korea, the Thai ambition was evident. 

Thailand’s international performance became sluggish, due to political 
crisis during 2005-2006. Series of large-scale political protests took place, 
particularly those in 2008, 2010, and 2013. Amid such difficulties, the country 
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could not play a significant role in both regional and international arena. 
Even the ASEAN summit in 2009 was aborted due to massive protesters 
storming into the meeting venue in Pattaya, to the disgrace of Thailand. Yet, 
in the make-up summit later on, Thailand was able to push forward the 
groundwork on “connectivity” which is pivotal to Thai interest, given its stra- 
tegic location at the heart of Southeast Asia. The Master Plan on ASEAN 
Connectivity (MPAC) then was adopted at the Hanoi summit in the follow- 
ing year. 

After almost a decade of political impasse, General Prayut Chan-o-cha, 
the army chief, staged a coup d’état and assumed premiership in May 2014. 
During his first year in the office, Thailand encountered international criti- 
cism and sanctions, confining its international stance and moving the king- 
dom closer to China, which embraced Thailand even more. 


VIII. THE RETURN OF THAI FOREIGN POLICY (2015-PRESENT) 
Though Thailand’s foreign policy space was limited after the coup, Thai- 
land was able to propose cooperation over Mekong river between China and 
riparian countries, namely Cambodia, Laos, Myanmar, Thailand, and Viet- 
nam. Beijing was quick to take up the initiative and developed it into Lan- 
cang-Mekong Cooperation (LMC). 

Around 2015, Thai foreign policy showed a sign of recovery as interna- 
tional pressures were waning a bit. The first “come back” happened when 
Prime Minister Prayut was invited to the U.S.-ASEAN Sunnylands Summit 
in 2016. Thailand then came to actively advocate the Sustainable Develop- 
ment Goals (SDG) by promoting the homegrown “Sufficiency Economy Phi- 
losophy” (SEP), a mode of development based on moderation, prudence, 
and social immunity. In his remarks at the United Nations General Assembly 
in 2015, Prayut shared the idea that SEP could be a means to achieve sus- 
tainable development and tackle new global challenges. The Thai govern- 
ment always emphasized “inclusiveness” to not leave any one behind in var- 
ious occasions, particularly in ASEAN. Moreover, Thailand was elected the 
Chairman of the Group of 77 in the U.N. in 2016. To substantiate Thai- 
land’s efforts on SDGs, the Thailand International Cooperation Agency 
(TICA) has been the main actor promoting this partnership. In fact, from the 
early 2000s, Thailand has been a global development partner, giving aid to 
quite a few developing nations. In 2016, Thailand’s ODA increased signifi- 
cantly to 7,104.2 million Baht (tica.thaigov.net, 2020). 

For the concreate projects, TICA has launched many SEP bilateral proj- 
ects, such as the Study Center for Sustainable Agricultural Development 
Project in Laos, sustainable development model village projects in Cambo- 
dia, the Agricultural Development Cooperation Project in Tonga, the SEP 
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Model Village in Mozambique and the SEP study center in Lesotho (tica. 
thaigov.net, 2018). 


PRESERVING ASEAN CENTRALITY 

As geopolitics between the U.S. and China has been intensifying, ASEAN 
members is facing dilemma. While China is offering the Belt and Road Ini- 
tiative (BRI), the U.S. came up with the Free and Open Indo-Pacific (FOIP). 
As ASEAN economically relies on both China and the U.S., while the Amer- 
ican security role is also expected, it is in the interest of ASEAN to make the 
region a zone of cooperation rather than a zone of confrontation. 

In the capacity of ASEAN chairmanship in 2019, Thailand worked in 
tandem with Indonesia to issue the ASEAN Outlook on the Indo-Pacific. 
Not only does the document show the ASEAN’s solidarity, but it also rede- 
fines the Indo-Pacific as the region of cooperation, consultation, and con- 
nectivity in which ASEAN plays a central role in ensuring mutual benefits of 
all stakeholders (asean.org, 2019). Accordingly, ASEAN was able to declare 
its approach in engaging with external powers constructively. 


SAVING FREE TRADE 

On the economic front, as the U.S. had abandoned liberalism and multi- 
lateralism mirroring Trump’s American Frist campaign, the trade war with 
China erupted in 2018. China retaliated by imposing tariffs on American 
imports. This new era of protectionism has damaged global economy includ- 
ing ASEAN’s. 

To show regional commitment on economic liberalism, ASEAN under 
Thailand’s chairmanship along with Australia, China, Japan, New Zealand 
and South Korea were able to conclude the Regional Comprehensive Eco- 
nomic Partnership (RCEP) in all twenty chapters. The agreement had been 
long overdue since the initial conclusion plan in 2015. Though India with- 
drew, the RCEP conclusion sent a good signal for maintaining free trade. 


STRENGTHENING SUB-REGIONAL COOPERATION 

The ACMECS came back as Thailand hosted the 8"* ACMECS Summit. 
Bangkok resumed its leading role in the grouping, which adopted the AC- 
MECS Master Plan 2019-2023. The Master Plan, initiated by Thailand, 
stipulates the enhancement of connectivity among the members. Further, 
the CLMV group is renamed as CLMVT, showing Thailand’s desire in deep- 
ening its engagement as a partner, rather than a regional patron. Deputy 
Prime Minister Somkid Jatusripitak announced the goal of “growing togeth- 
er” (Theparat, 2018). The revival of its original initiative reveals Thailand’s 
readiness to play a leading role again. 


395 


DR © 2022. Universidad Nacional Aut6noma de México-Instituto de Investigaciones Juridicas 


Esta obra forma parte del acervo de la Biblioteca Juridica Virtual del Instituto de Investigaciones Juridicas de la UNAM 
www. juridicas.unam.mx Libro completo en: 
https://biblio.juridicas.unam.mx/bjv https://tinyurl.com/4y8m6zcc 


PRASIRTSUK / AROONPIPAT 


In conclusion, Thailand has always aimed to develop the nation and per- 
form a leading role in the region. The second half of the 1980s is crucial to 
understand the Thai visions, which started from shifting its industrialization 
from the import substitute model to the export-emphasis one. After decades 
of unfortunate happenings during the Cold War, the international environ- 
ment came to be favorable to Thailand. One is the imperative of produc- 
tion-base relocation following Yen appreciation, which poured massive Ja- 
pan’s FDI to Thailand. Another is the waning Cold War, which opened the 
market and cooperation with neighboring countries. Here, we can see Thai- 
land’s initial international visions in terms of “turning the battlefields to mar- 
ketplace” and “becoming a regional hub.” 

Though the rosy-looked 1990s ended tragically with the financial crisis, 
Thailand was able to bounce back in the new millennium with the dual-track 
policy to boost both domestic and international sectors of the economy. Its 
international roles, dubbed as forward engagement, were also vibrant on bi- 
lateral, subregional, also inter-regional cooperation. Unfortunately, the pro- 
tracted political impasse during the past fifteen years has slowed down both 
the Thai economy and its international roles. 

At any rate, the Thai economy has been undergoing structural change 
after the financial crisis, though not so successful and was often suspended 
due to political volatility. Currently, Thailand has no choice but move on. 
The current government thus envisions to unlock Thailand from a mid- 
dle-income trap and move to the new value-based economy in the Thailand 
4.0 strategy. The EEC and infra-structure projects are hopeful to propel the 
Thai economy. There are multiple challenges ahead, including global pan- 
demics and subsequent worldwide recession, more export competitors like 
Vietnam and Indonesia, the U.S.-China trade war and tensions, and the 
youth uprising for political reforms. 

On the international front, Thailand remains a key country in ASEAN 
and aims to regain its active roles. Intensifying geopolitics gives Thailand 
both opportunity and challenge, probably more to the latter. The road ahead 
is not easy, but Thailand has some roadmap to chart its future through its 
economic and international visions. 
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I. INTRODUCTION 

Contemporary Viet Nam, officially known as the Social- 
ist Republic of Viet Nam (SRV), with its capital in Ha- 
noi, is the easternmost country on the Indochina Penin- 
sula in Southeast Asia. The country mainland is a strip of 
S-shaped land and comprises of 63 provinces and cities. 
It is bordered by People’s Republic of China to the North; 
Laos and Cambodia to the West; the South China Sea, 
Gulf of Tokin and the larger Pacific Ocean to the East; and 
the Gulf of Thailand to the South. Viet Nam has a total 
area of approximately 331,000 km?(MOFA, 2018) and ter- 
ritorial waters around 1,000,000 km2 with 3,000 km long 
coastline (National ASEAN 2020 Committee, 2020) filled 
with beautiful beaches, especially Ha Long Bay which is 
listed by UNESCO as a World Natural Heritage site. 

Viet Nam can be generally divided into three regions — 
the mountainous north, the long central coastal plains 
and highlands, and the southern delta region of the Me- 
kong River. The Northern part, with the capital Hanoi, 
surrounded by mountains, lies the broad and fertile Red 
River Delta. The central part, comprising a long, narrow 
strip of coastline, marked by scenic beaches and the high- 
lands with mountains and jungles of various flora. The 
Southern part, with Ho Chi Minh City, largest city in term 
of population and economic center, has mangrove forest 
and wildlife-rich marshlands. These mountains and sea 
made Viet Nam’s diversity and richness in natural resourc- 
es as well as minerals. 
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Historically, Viet Nam has undergone over thousands of years of national 
construction and defense. The ancient Viet Nam was under the rule of the 
Hung Kings, characterized by three cultural centers, namely the Dong Son 
Culture in the Northern region, the Sa Huynh Culture in the North Central 
region and the Dong Nai Culture in the Southern region. On the basis of 
socio-economic development in the time of the Dong Son culture, the Van 
Lang State, the first State in Viet Nam, was established in the 7‘ century 
B.C. Together with the formation of the first State in Viet Nam was the rev- 
olution of economy and culture known as the Red River civilization (Dong 
Son civilization). This civilization was symbolized by Dong Son bronze drum, 
reflecting the quintessence of the Northern lifestyle, also traditions and cul- 
ture of the ancient Vietnamese (Vietnam Government Portal, 2020). Viet 
Nam also struggled with foreign aggression for more than a millennium - 
under Chinese domination, later occupation of French colonialism and the 
American imperialism. Therefore, the Vietnamese culture inevitably features 
foreign influences from neighboring and Western countries. In 1945, under 
the leadership of President Ho Chi Minh, the August Revolution of the Viet- 
namese people was launched and successfully seized governmental power. 
On 2nd September 1945, with the Declaration of Independence, the Dem- 
ocratic Republic of Viet Nam came into being, ushering in a new era of in- 
dependence, freedom and happiness for the nation. From 1945 to 1975, the 
Vietnamese people overcame numerous difficulties and endured innumera- 
ble hardships to struggle against the French colonialists and the American 
imperialists to reclaim national independence, freedom and reunification 
with the Great Spring Victory in 1975. Since the adoption of Doi Moi (Re- 
newal) policy in 1986, the country has recorded remarkable socio-economic, 
cultural and scientific-technological achievements. Together with broader 
diplomatic relations, Viet Nam’s position in the international arena has been 
enhanced. 

Culturally, despite the many prolonged foreign invasions, the Vietnamese 
sense of national identity and culture has survived and still engenders strong 
patriotism, self-reliance, unity, and independence. Today, the Vietnamese 
spirit is commonly described as independent, autonomous, and resilient 
(Culture Atlas, 2020). Throughout history, Vietnamese people have been 
characterized by the industriousness, creativeness, patience, benevolence, 
sharing of hardships in needy times, flexible ways of behavior, eagerness to 
learn, tolerance. These have become powerful and endless strengths for 
Vietnamese nation heading to the goals of strong country, prosperous people, 
just, democratic and advanced society. Viet Nam is a multi-ethnic country 
with 54 ethnic groups, among which the Kinh (Viet) accounts for 87% of the 
total population (World Bank, 2020). By June 2020, Viet Nam’s population 
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reached approximately 97 million (World Ometers, 2020). Viet Nam ranks 
the 15"*among the most populous country in the world. The country is en- 
dowed with a young population (median age is 32 year-old), that explains 
why Viet Nam has strong labor force. 

Politically, Viet Nam is a law-governed state “of the people, by the people 
and for the people” which always places the people at the center and consid- 
ers them as the driving force of development, and aims to build a prosperous 
and happy life for all its people. Nowadays, Viet Nam is one of the five re- 
maining socialist states (China, Laos, Cuba, North Korea and Viet Nam) 
with a single ruling party, the Communist Party of Viet Nam (CPV). The 
leadership of the CPV has been affirmed by the 2013 Constitution of Viet 
Nam. Article 4, paragraph | of the 2013 Constitution noted that “The Com- 
munist Party of Vietnam - the Vanguard of the working class, concurrently 
the vanguard of the laboring people and Vietnamese nation, faithfully repre- 
senting the interests of the working class, laboring people and entire nation, 
and acting upon the Marxist-Leninist doctrine and Ho Chi Minh Thought, 
is the force leading the State and society.” In Viet Nam, the CPV controls the 
elective body, the government, the judiciary, the media and some mass orga- 
nizations (Pham Duy Nghia, 2019). The National Assembly of Viet Nam is 
the highest level representative body of the people. It elects the President, 
who acts as the head of state and commander-in-chief for five-year terms. 
The Prime Minister, appointed by the President, is a high-ranking member 
of the CPV and head of government who takes the lead on strategic matters 
such as defense and foreign affairs. The CPV is currently led by General 
Secretary Nguyen Phu Trong (since 23 October 2018). Prime Minister 
Nguyen Xuan Phuc (since 7 April 2016) is the head of Viet Nam’s Govern- 
ment (BBC News, 2020).Within the Vietnamese political cycle, the seminal 
event is the National Party Congress held every five years and tends to be key 
for both the transitions of leadership as well evolution of policy (Parameswaran 
Prashanth, 2019).The most recent, the 12‘" National Congress, was held in 
2016, while the 13'* Congress is slated for January 2021.By then, Viet Nam 
will have been in the midst of a key domestic political transition that will 
have significant implications to its foreign policy approach, with the ruling 
CPV looking to balance various alignments externally and transition to new 
top political leadership internally. 

The single-party system provides Viet Nam with institutional stability, 
particularly due to the centralized governance system and the absence of 
in-fighting’s among competing political interest groups, helping the country 
to maintain domestic stability, peace, and security. Thanks to political stabil- 
ity, Viet Nam is taking solid steps towards industrialization, modernization 
and international integration. 
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Economically, Viet Nam is a socialist-oriented market economy, which is 
the 44th largest (International Monetary Fund, 2019) in the world as mea- 
sured by gross domestic products (GDP). In 2019, Viet Nam’s GDP growth 
reached 7.02% (General Statistics Office of Vietnam, 2019) and in 2020, 
due to the outbreak of the COVID-19, GDP growth is set to fall to 4.8% and 
expected to rebound to 6.8% in 2021, subject to the post-pandemic global 
economic recovery (Asian Development Bank, 2020). Since the adoption of 
the Doi Moi, Viet Nam has experienced relatively high economic growth 
rates (7%) and joined the ranks of middle income countries. Under the eco- 
nomic reform, Viet Nam shifted from the centrally-planned economy with 
state subsidies to a socialist-oriented market economy that support an open 
market-based economy in implementation of industrialization, moderniza- 
tion of the country, diversification and multilateral development of economic 
external relation for an open integrated global policy. Most Vietnamese en- 
terprises are small and medium enterprises (SMEs) on agriculture, services 
and industrial production. Viet Nam is now one of the world’s largest export- 
ers of rice, coffee, rubber, cashew, pepper and seafood (Country watch, 
2019). Vietnamese goods have seen a gradual improvement in quality and 
have become more popular in both domestic and international markets 
(Nhan Dan, 2016). 

Entering the 21* century, Viet Nam as member of Association of South- 
east Asian Nations (ASEAN), has witnessed geo-political and geo-economic 
development that marked a pivot point in its trajectory of development. With 
this in mind, the paper purports to analyze Viet Nam’s unprecedented and 
complex geopolitical and geo-economic development by first looking at the 
country’s geographical location, its foreign policies, economic policies and 
then look beyond the other side of the Pacific Oceans to discover opportuni- 
ties for improving Viet Nam - Latin Americas relations. 


Il. VIETNAM’S GEOPOLITICAL DEVELOPMENT IN THE 21 CENTURY 
GEOGRAPHICAL LOCATION 

Viet Nam is situated in an important geo-strategic location to the region and 
the world as it lies at the heart of the Asia-Pacific, serving as a bridge be- 
tween Asia and Southeast Asia. Viet Nam straddles a vital lines of communi- 
cation connecting the Pacific Ocean with the Indian Ocean, and is a gateway 
to trade for regional and global economies. Such significance has led major 
powers including China, the United States (U.S), Japan, India, South Ko- 
rea, Australia, and European countries, to become increasingly interested in 
Viet Nam and ASEAN. The mature powers, U.S. and Japan, as well as India 
and China, the re-emerging and neighboring powers, have all been pursuing 
increased engagement and closer political, economic, trade, and defense ties 
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Viet Nam and the Southeast Asia are strategic arenas where the U.S-China 
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rivalry and major power competition take place and where these two vie for 
influence (Parameswaran Prashanth, 2020). 

The push-and-pull effect of the major power dynamics on the region of- 
fers Viet Nam both opportunities and challenges. On the one hand, Viet 
Nam will benefit from these countries’ foreign policies of strategic influence 
expansion, particularly the “soft power” tools that they employ, such as eco- 
nomic, trade, investment, and advanced technologies. In economic terms, 
Viet Nam is a key trade partner to both China and the U.S. In 2019, with 
bilateral trade volume of more than 165 billion USD, Viet Nam remains 
China’s largest trading partner in ASEAN and 8th largest world-wide (Hut 
David, 2019); with the U.S., Viet Nam is its 7th largest source of import, 
with total bilateral trade volume of 75.7 billion USD in 2019 (Congressional 
Research Service, 2020). In the political realm, the U.S. released Free and 
Open Indo-Pacific strategy, preserving the free and open regional order, in- 
creasing cooperation to its allies, partners and regional institution such as 
ASEAN, the Mekong states, including Viet Nam (US Government, 2019). 
Meanwhile, China’s pursuit of its strategy of “Community of shared future 
for mankind” has seen the country using its Asian Infrastructure and Invest- 
ment Bank (AIIB) to attract Viet Nam and ASEAN countries with its vast 
capital (900 billion USD) and the Belt and Road Initiative (BRI) to tackle 
Viet Nam’s infrastructure and trade needs (Le Hong Hiep, 2018). Other 
major players, including India with its “Act East Policy” and South Korea 
and the New Southern Policy also capture the attention of many countries, 
including Viet Nam. 

On the other hand, Viet Nam’s challenges stem from the need to balance 
the major powers’ influence. There are growing concerns in Viet Nam and 
across ASEAN countries about the increasingly explicit geopolitical compe- 
tition between China and the U.S. who are important trade partners to ASE- 
AN but also hold opposing views and approaches to free trade and multilat- 
eralism. They fear that the export-oriented economies of Viet Nam and 
Southeast Asia will be severely damaged by trade disputes between these two 
great powers. More fundamentally, they fear that an explicit competition 
between U.S and China will resemble the Cold War and force countries to 
take sides. As the Singaporean Prime Minister Lee Hsien Loong noted, a 
trade war “would make it very difficult for all the countries in Asia who are 
trying very hard to become friends with both, or stay friends with both” 
(Denmark Abraham, 2018). 

In response to this situation, Viet Nam has adopted the policy of “multi- 
lateralzing and diversifying” its foreign relations and being a “reliable partner 
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and friend to all”. Viet Nam seeks to maintain an equilibrium in its relations 
with the major powers by offering each equity in Viet Nam’s development, 
such as trade, investment, and aid. In return, Viet Nam offers to play a con- 
structive and independent role in regional affairs. 2020 marks a historic year 
as Viet Nam assumes ASEAN chairmanship, 25th anniversary being member 
of ASEAN, and non-permanent member of the United Nations Security 
Council (UNSC) for 2020-2021. 

Viet Nam successfully fulfilled its role as a non-permanent member of the 
UNSC in the 2008-2009 term and continues this role in 2020-2021 term. It 
also takes part in United Nations (UN) peacekeeping operations. Viet Nam is 
a responsible member of regional institutions, effectively contributing to the 
building of a strong, united, cooperative, and resilient ASEAN Community. 


UNSTABLE STRATEGIC LOCATION: HOT SPOT ISSUES, NON-TRADITIONAL 
THREATS 

Viet Nam is also located in a region that is plagued with a series of desta- 
bilizing security issues which threaten its peace, stability, and development, 
including the complicated development of maritime disputes in the South 
China Sea and East China Sea, non-traditional threats, epidemics, climate 
change, and so on. 

The 21* century thus far has witnessed a series of developments in South 
China Sea, including China’s growing assertiveness, the difficulty of less ca- 
pable claimant states in providing response in kind, and the increasing in- 
volvement of actors such as the U.S in shaping available options for regional 
states (Larter, B.David, 2019). Recently, new developments in the South 
China Sea, including unilateral actions, power-based coercion, violations of 
international law, militarization, change in the status quo, and infringement 
upon Viet Nam’s sovereignty, sovereign rights, and jurisdiction in accordance 
with international law, have undermined the interests of nations concerned 
and threatened peace, stability, security, safety, and freedom of navigation 
and overflight in the region (Huang Kristin, 2020). Moreover, the hostile 
forces have taken full advantage of scientific and technological advances, 
especially information and communications technology, to stage information 
and cyber war fares against Viet Nam. Gathering of national secrets and in- 
telligence, disinformation, and cyber-attacks have threatened and affected 
Viet Nam’s national defence and security, political stability, and socio-eco- 
nomic development. Inevitably, the South China Sea continued to be one of 
the series pressure points in U.S-China competition, and to Viet Nam, who 
is of the claimant and currently holding the ASEAN chairmanship in 2020. 

Furthermore, in the region, non-traditional threats such as terrorism, il- 
legal arms and drug trafficking, maritime piracy, transnational organized 
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crime, illegal migration, environmental disasters, climate change, epidemics, 
natural disasters, also pose perpetual challenges to Viet Nam’s stability and 
security. Particularly, in early 2020, the COVID-19 pandemic poses a dra- 
matically threat not only to Viet Nam but also the region and the world, es- 
pecially since Viet Nam shares vast land borders of 1,500 km with China 
where the virus originated. As one of Asia’s fastest growing economies in re- 
cent years, Viet Nam’s economy is affected by the COVID-19. As the Minis- 
try of Planning and Investment had warned since early 2020, Viet Nam’s 
economic growth decreased from 6.09%, to 3.82% (Nguyen Thoi, 2020) in 
the first quarter, while 35,000 businesses closed (Humphrey Chris, 2020). 

Shifts in water currents in cross-border rivers, which are triggered by 
humans, also have adverse effects on Viet Nam, affecting water, food, envi- 
ronmental security, and the lives of millions of people in various localities. In 
the first quarter of 2020, Viet Nam’s Mekong Delta has faced the worst 
drought and salinity ever, even more serve than that in 2016. According to 
the Deputy Minister of Agriculture and Rural Development, Nguyen Hoang 
Hiep, around 40,000 hectares in rice paddies have been damaged across the 
Long An, Tien Giang, Ben Tre, Kien Giang, and Ca Mau provinces. Water 
shortages are also rampant, with 95,000 families lacking freshwater for daily 
activities (An Nam, 2020). In supporting the five Mekong Delta provinces, 
Prime Minister Nguyen Xuan Phuc said that about 350 billion VND (15.16 
million USD) would serve to combat drought and salt intrusion (An Nam, 
2020). Experts have blamed the El Nino and Chinese dams for the severe 
conditions across Mekong Delta. 

Viet Nam has also become a crucial player in security developments in 
the region, particularly in regards to maritime and non-traditional threats. At 
the same time, it advocates adherence to international law, including the 
United Nations Convention on the Law of the Sea (UNCLOS) and the Dec- 
laration on the Code of Conduct (COC) vis-a-vis the South China Sea. Viet 
Nam has also shown willingness to work with partners within and outside 
ASEAN to create new international rules as long as they are conducive to the 
preservation of peace and stability in the region, such as the Code of Con- 
duct in the South China Sea. This confirms Viet Nam’s commitment to gen- 
uine regional integration. In term of Mekong Delta, in 2019, the Vietnamese 
government leader recently signed Directive No. 23/CT-TTg, aiming to push 
ahead with the implementation of the Government’s Resolution No.120/ 
NQ-CP dated 17 November 2017 on sustainable and climate-resilient devel- 
opment of the Mekong Delta of Viet Nam. Earlier, on 3 June 2013, the Party 
Central Committee also issued the Resolution No.24-NQ/TW to actively 
respond to climate change, enhance management of natural resources and 
environmental protection. 
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In dealing with COVID-19 pandemic, in the first half of 2020, Viet Nam 
is seen a success model for containing the outbreak with remarkably low 
infection rate. As of June 28, the country has only 355 confirmed cases, with 
330 of the infected people having recovered and been discharged from hos- 
pitals (Viet Nam’s Ministry of Health, 2020). Viet Nam found its success in 
proactiveness. At the early stage, Viet Nam kicked off a series of initiatives to 
tackle the spread of COVID-19, suspended flights to and from foreign coun- 
tries, kept school closed after the Lunar New Year holidays, and imposed 
quarantines. In addition to common policy actions such as contact tracing, 
ramping up production of medical supplies, installing checkpoints at air- 
ports, Viet Nam restricts movements where needed. Furthermore, the spirit 
of the whole nation was summoned to defeat the virus. The CPV and state 
have framed the virus as a common foreign enemy, stating that “fighting the 
epidemic is like fighting against the enemy” (Vu Minh & Tran T. Bich, 2020). 
Due to the transparent provision of information and proactive communica- 
tion with the public, the Vietnamese government have gained and main- 
tained public confidence. The Ministry of Health launched a website and 
mobile application to provide accurate, prompt, and useful information. At 
the broader level, Viet Nam has globally transferred its domestic success. As 
chairman of ASEAN 2020, Viet Nam actively led and coordinated joint ef- 
forts of ASEAN, timely shifted the bloc’s agenda to focus on COVID-19, and 
mitigated the socio-economic impacts of the disease. Additionally, Viet Nam 
proactively and promptly organized various online conferences and main- 
tained cooperation with partners, i.e. ASEAN-Chinese foreign ministers 
meeting on Coronavirus disease in Laos, US-ASEAN Senior Officials tele- 
conference, Special ASEAN Plus Three (APT) Summit, ASEAN-Russia For- 
eign Minister on COVID-9 response. Viet Nam also proposed numerous 
proposals and ideas (e.g., the establishment of a regional reserve warehouse 
for medical equipment and necessitates to meet emergency requirements) 
on regional cooperation in combating COVID-19, which are supported by 
ASEAN members. Bilaterally, Viet Nam has donated test kits and masks, 
sent medical equipment, protective gears to other member countries, includ- 
ing Laos, Cambodia, etc. Those actions originated from Viet Nam’s tradi- 
tional kindness, love of people, and experience drawn through the history of 
wars and interventions, stemming from Viet Nam’s foreign policy. 


FOREIGN POLICIES 

Viet Nam’s foreign policies are based on four fundamental principles, name- 
ly, independence and self-reliance, multilateralization and diversification of 
external relations, struggle and cooperation, and pro-active international in- 
tegration (Carlyle A. Thayer, 2017). 
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Having drawn its lessons through the history of wars and interventions, 
Viet Nam has endorsed a policy of multilateralization and diversification of 
external relations, including the U.S., China, ASEAN countries, EU, and 
Russia, etc. These diversified partnerships help to shield Viet Nam against 
threats by major powers. Furthermore, Viet Nam adopts a “three no’s” ap- 
proach to defense “no military alignment or alliance with any power, no 
military bases on Vietnamese soil, and no reliance upon another country to 
counter a third party.” This policy helps Viet Nam to assume a neutral and 
independent position in situations where countries compete and try to mo- 
bilize alliances for their own interests. In particular, Viet Nam practices a 
soft balancing act among the major powers, particularly between the US and 
China, to protect its national sovereignty and territorial integrity as well as to 
promote economic development. 

Viet Nam’s foreign policy of proactive international integration has 
evolved from “active and proactive in international economic integration” to 
“active and proactive international integration” highlighted and detailed at 
the 11" Party Congress in 2011 (Viet Nam Government Portal, 2006). The 
Party Congress also emphasized the consistent foreign policy of “indepen- 
dence, sovereignty, openness, multilateralization, diversification of external 
relations and pro-active integration into the world under the motto: Viet 
Nam is willing to become a friend and reliable partner of all countries in the 
world community, striving for peace, independence and development (Viet- 
nam Government Portal,2006). Throughout the Party Congresses, Viet 
Nam’s foreign policy has undergone its evolution, from “want to be friends” 
(7' Party Congress), “ready to be friends” (8th Party Congress), “to be friend 
and reliable partners” (9'* Party Congress), to “responsible member of the 
international community” (11'* Party Congress). The content “responsible 
member” indicates the development of Viet Nam’s foreign policy with in- 
creasingly active, constructive and responsible participation in regional and 
global mechanisms. 

Under this guideline, Viet Nam has developed a strategy of “active, proac- 
tive international integration”, which promotes its participation in a web of 
multilateral institutions. Along with the Politburo’s Resolution 22-NQ/TW 
dated 10 April 2013 on international integration and the Party Secretariat’s 
Directive 25-CT/TW dated 8 August 2018 on promoting and elevating the 
Vietnamese multilateral diplomacy until 2030, Viet Nam has become mem- 
ber and played an active role in various regional and international organiza- 
tions, thereby raising its position and reputation in the international arena. 
In pursuit of this strategy, Viet Nam has become the 150‘ member of the 
WTO, non-permanent member of the UNSC for two non-consecutive terms 
in 2008-2009 and 2020-2021, ASEAN Chair in 1998, 2010 and 2020, as 
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well as member of a number of UN bodies such as ECOSOC, ILC, and UN- 
ESCO. Viet Nam’s official assumed the position of Secretary General of 
ASEAN from 2013-2017. The country hosted the 132™! World Parliament 
Union Meeting in April 2015 and APEC Summits in 2007 and 2017. 

Importantly, in the context of ASEAN, despite having been a newcomer, 
Viet Nam has consistently been a pro-active and responsible member and 
actively participated in the works of the Association. The participation of 
Viet Nam has helped to promote the inclusion of Cambodia, Laos, and 
Myanmar in ASEAN, thereby finalizing the composition of the groups with 
full 10 members in the Southeast Asia. Viet Nam successfully hosted the 6th 
ASEAN Summit in Hanoi in 1998, presided over the 34th ASEAN Standing 
Committee (ASC) from July 2000 to July 2001 and fulfilled the ASEAN 
Chairmanship in 2010. Since the ASEAN Charter came to effect in 2008, 
Viet Nam initiated new ideas in expanding members for the East Asia Sum- 
mit and organized ASEAN Defense Ministerial Meeting Plus (ADMM+). 
Viet Nam also coordinated ASEAN and its dialogue partners namely China, 
EU, and India. Viet Nam is currently coordinating ASEAN-Japan relations 
for the period from 2018-2021. Particularly, Viet Nam supports and cooper- 
ates with other members in the building of an ASEAN Community under the 
three pillars, adoption of the ASEAN Outlook on the Indo-Pacific, negotia- 
tion Regional Comprehensive Economic Partnership (RCEP), heading to an 
effective and efficient Code of Conduct (COC) in the South China Sea. The 
resilient and united ASEAN today in dealing with the COVID-19 is the man- 
ifestation of Viet Nam’s responsible and constructive role. 

Viet Nam has also broadened its scope of multilateral cooperation. It has 
actively and responsibly participated in multilateral mechanisms, especially 
regional ones such as the ASEAN, ASEAN Regional Forum (ARF), the Shan- 
eri-La Dialogue, the ASEAN Defense Ministerial Meeting (ADMM), the 
ASEAN Defense Ministerial Meeting Plus (ADMM+), the Meeting of ASE- 
AN Chiefs of Security Agencies (MACOSA), INTERPOL, the ASEAN Min- 
isterial Meeting on Transnational Crime (AMMTC), and ASEANPOL. Re- 
cently, the country has further strengthened defense and security ties on the 
global scale with its gradual and effective participation in the UN-led peace- 
keeping operations. 

Regarding bilateral relations, in order of depth, Viet Nam has five types of 
partnership: comprehensive partnerships, strategic partnerships, extensive 
strategic partnerships, strategic comprehensive partnerships, and compre- 
hensive strategic cooperative partnerships. Viet Nam has established diplo- 
matic relations with 185 countries, economic ties with 224 countries and 
territories, multilateral trade and agreements with 80 countries, strategic 
partnerships with 16 countries, comprehensive partnerships with 11 coun- 
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tries, special strategic relationships with 3 countries, and strategic compre- 
hensive partnership with 3 countries (Ministry of National Defence, 2019). 
In the defense and security sphere, Viet Nam has enhanced and consolidat- 
ed relations with 80 countries and many international organizations, gradu- 
ally improved the effectiveness of cooperation with neighboring countries 
and powers like China, the U.S., Russia, India, and Japan. 


POLITICAL REFORMS AND CIVIL PARTICIPATION 

In the 21* century, along with the increase in its international prestige by 
broadening and deepening foreign relations, Viet Nam has also maintained 
the political and social stability. The reform in political systems focuses on 
improving government efficiency and facilitate citizen’s liberal participation 
in society. This reform is acknowledged to have facilitated greater voice to 
the people in the political debates of the single party system. Evidently, with- 
in National Assembly meetings, there have been increased participation by 
representatives of citizens, civil societies, business and enterprises (Pham 
Duy Nghia, 2019). Recent years have seen the National Assembly taking 
an increasingly prominent role, as evident by the many opinions voiced on 
such issues as the South China Sea disputes and proposed legislations, e.g., 
the Penal Code and the Law on Cybersecurity, and economic policies and 
projects. 

Moreover, free elections, free media and freedoms of association, expres- 
sion, and demonstration are guaranteed under Viet Nam’s Constitution. Live 
broadcasting of National Assembly debate sessions has become common 
practice where people can follow the government's response to their con- 
cerns, the result of which is subject to a vote of confidence on the govern- 
ment official in question. Officials who receive low confidence are requested 
improve their performance. At the local level, Viet Nam is conducting ad- 
ministrative reforms at all levels to increase efficiency. 

All in all, Viet Nam’s political structure and reforms have enabled the 
country to safeguard its domestic interests as well as fulfill international 
commitments in terms of human rights and civil participation in political 
processes, i.e., issues that are of great importance to a large number of Viet 
Nam’s partners. 


Ill. VIET NAM’S GEO-ECONOMIC LANDSCAPE 

Geo-economically, Viet Nam is located in Asia, a dynamic region with one 
of the highest economic growth in the world. In 2020, Asia’s GDP value is 
expected overtake that of the rest of the world combined. By 2030, the re- 
gion is expected to contribute roughly 60% of global growth (Ingilizian Zara 
&YendamuriPraneeth, 2019). Viet Nam has privileged in geographic location 
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and the huge population (combined populations of ASEAN, China, Japan, 
South Korea accounted for over 2 billion people). As mentioned earlier, Viet 
Nam has a long and beautiful coastline, which is ideal condition for develop- 
ment of tourism, trade, maritime industry, in particular as a shipping center 
for the region and the world. The diverse geographical structure with hills, 
highlands and coastal areas are suitable for comprehensive economic zones. 

Notably, Viet Nam is among the region’s most dynamic countries whose 
economic growth rate is one of the fastest therein. In 2019, Viet Nam 
achieved an economic growth rate of about 7% (The World Bank, 2020) and 
is set to be a preferred destination for trade and investment to many of the 
world’s major economies, particularly China, the U.S., and the European 
Union. Meanwhile, Japan and the Republic of Korea are among Viet Nam’s 
top investors (Viet Nam plus, 2019). 

Since the U.S.-China trade war broke out, Viet Nam has been widely 
considered as a case study of changes. Many believe that Viet Nam will be- 
come the main beneficiary as companies who leaves China increasingly see 
Viet Nam as an attractive choice for foreign direction investment (FDI). 
According to Japanese investment bank Nomura, Viet Nam’s economy has 
been boosted by nearly 8% due to the shift in production resulting from the 
U.S.-China trade war (Subbaraman Rob, Varma Sonal, Loo Michael, 2019). 
Meanwhile, the U.S. Census Bureau’s data showed that U.S. import from 
Viet Nam jumped 40% in April 2019, representing the largest increase among 
the 49 supplier countries to the States (Subbaraman Rob, Varma Sonal, Loo 
Michael, 2019). On the other hand, Viet Nam’s emergence as victor of the 
trade war is further evident by growing signs that it may become the next 
target of trade remedies by the Trump Administration. At the Osaka G20 
Summit in 2019, U.S. President Donald Trump called Viet Nam “almost the 
single worst abuser” of trade policy (Financial Times, 2019). 


VIET NAM’S ECONOMIC POLICIES 

Within the geo-economic context as illustrated above, Viet Nam’s govern- 
ment follows the policy of “active and proactive in international economic 
integration”. Under this guideline, the 21st century is a period of global 
economic integration where Viet Nam has signed cooperative economic and 
trade agreements with a broad range of external partners and internation- 
al organizations. Viet Nam joined the ASEAN and AFTA, Asia-Pacific Eco- 
nomic Cooperation (APEC), ASEAN Free Trade Agreement (2001), sealed 
a Viet Nam-U.S. bilateral trade pact (2001), then joined the World Trade 
Organization (WTO) in January 2007, concluded several free trade agree- 
ments in 2015-2016, including the Viet Nam-EU Trade Agreement, and 
the Korean Free Trade Agreement. In 2017, Viet Nam successfully chaired 
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the APEC Summit. To diversify its opportunities, Viet Nam also signed the 
Comprehensive and Progressive Agreement for the Trans-Pacific Partnership 
(CPTPP) in 2018 and continued to pursue the RCEP. 

Along with this process, Viet Nam recent move to enter into new-genera- 
tion free trade agreement (FTAs) is expected to help the country diversify its 
economic and trade relations, thereby expand import and export markets, 
avoid excessive dependence on a single region and help the economy better 
cope with external fluctuations (WTO Center and Integration, 2020). Its 
strategy to do so has been reaffirmed in the CPV’s Resolution on Interna- 
tional Economic Integration which was adopted in November 2016. Since 
2011, Viet Nam has successfully negotiated a number of FTAs, including the 
Trans-Pacific Partnership (TPP), EU-Vietnam FTA, Viet Nam-Korea FTA, 
and Viet Nam-Eurasian Economic Union FTA, not to mention other regional 
cooperation efforts such as the ASEAN Economic Community. 

In order to capitalize on the benefits brought about by international eco- 
nomic integration and to respond to its challenges, the Vietnamese Govern- 
ment has issued a series of economic policies that aim to create favorable 
business environment for foreign investors and improve its domestic eco- 
nomic capacity, quality, and transparency. In 2013, Viet Nam’s Politburo ad- 
opted Resolution No. 22-NQ/TW on international integration, in which in- 
ternational economic integration is identified as a focus, while integration in 
other fields must create favorable conditions for the former. Furthermore, in 
2016, the Party Central Committee adopted Resolution No. 06-NQ/TW on 
effectively implementing the international economic integration process, 
maintaining social-economic stability in the context of Viet Nam joining the 
new generation of FTAs. 

One of the first outcomes of the aforementioned policies is the adoption 
of the CPTPP which entered into force in January 2019. Upon the adoption 
of the CPTPP by the National Assembly, on 24 January 2019, the Prime 
Minister Promulgated Decision No. 121/QD-TT¢g detailing the plans for the 
implementation of the Agreement. Furthermore, the Viet Nam-EU Free 
Trade Agreement (EVFTA) has also entered into force, making it the second 
“new generation” FTA signed onto by Viet Nam. The EVFTA is expected to 
contribute positively to Viet Nam’s economy, increasing its GDP by 4.57- 
5.3% in the period from 2024-2028 and creating 146,000 new jobs annually 
(Lee Candy, 2020). 

However, Viet Nam has found its growing integration with the world, i-e., 
its participation in cooperative economic and free trade agreements, espe- 
cially the new generation agreements, to be like a double-edged sword: the 
country benefits from its expanded economic growth and alignment net- 
work, but at the same time, it is also vulnerable to regional and international 
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uncertainties and challenges, such as the U.S.-China trade war, rising pro- 
tectionism, and populism. Viet Nam’s dilemmas is highlighted by the U.S’ 
withdrawal from the Trans-Pacific Partnership (TPP), while Viet Nam con- 
tinues to be a part of the CPTPP, India’s non-involvement in the RCEP 
process, the global economic fallout from the COVID-19 pandemic, and 
increased scrutiny on its foreign relations and its protection of human rights. 

To follow up on policies and further attract foreign investments, since 
2015 the Government has adopted amendments to the laws on taxation, 
providing investors with numerous incentives such as low tax rates for in- 
vestments in prioritized industries, tax reduction or exemption for the import 
of raw materials and equipment and export of finished products. In addition, 
a number of Governmental Decisions have been adopted to implement the 
2013 Law on Land and provide privileges in terms of land lease rates for 
foreign investors. As a result, in the period from 2015-2019, FDI accounted 
for 23.3 — 23.8% of Viet Nam’s economy, with total foreign investment in 
2019 amounting to $38.02bn, representing a 7.2% increase year-over-year 
(Ministry of Planning and Investment, 2020). 

In 2019, recognizing the need for a transparent business environment, 
Viet Nam’s politburo adopted Resolution No. 50-TQ/TW on the finalization 
of institutions and policies, improvement of quality and effectiveness of for- 
eign investments by 2030. According to the Resolution, from now until 
2030, Viet Nam will create and finalize institutions and policies on foreign 
investments in accordance with its international commitments while ensur- 
ing consistency, transparency, and competitiveness. Along with this policy, 
internal discussion is underway for the amendment of the Law on Invest- 
ments which will create more favorable condition for foreign investors (Dang 
Huong, 2019). By 2021, Viet Nam will also have a national database on in- 
vestment, which will publicize investment procedures and facilitate foreign 
investments (Thu Phuong, 2019). 

In terms of competitiveness, in 2019, according to the Global Competi- 
tiveness Index (GCI) of World Economic Forum, Viet Nam has climbed 10 
ranks, placing itself at number 67 out of 141 world-wide economies (Schwab- 
Klaus, 2019). According to the 2020 White Paper on Businesses published 
by the General Department of Statistics of Viet Nam, small and medium 
enterprises (SMEs) account for 95% of total registered businesses, generat- 
ing about 60% of GDP and 90% of employment for the population (Van Anh, 
2020). The Government has enacted a series of policies to support SMEs, 
including: encouraging and supporting start-ups, facilitating individuals and 
households to cooperate and form businesses, encouraging private-owned 
businesses to contribute capitals to state-owned companies, supporting 
the modernization of technologies and resources to contribute to the global 
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supply and value chains, and reforming administrative procedures to enable 
the development of private companies (Van Anh, 2020). 

As one of the fastest growing economies in ASEAN that actively partici- 
pates in economic integration, it is important that Viet Nam enhance con- 
nectivity and improve infrastructure so as to lower trade costs and help the 
country develop both global and domestic markets. In 2016, Viet Nam’s 
trade flows are concentrated at 12 of its 48 border gates, which collectively 
handled 86% of total trade (Vietnam Investment Review, 2020). According to 
World Bank Country Director for Viet Nam, Ousmane Dione: “upgrading 
connectivity, not just physical infrastructure but also transportation and lo- 
gistics services, with the right policies and investment will help Viet Nam go 
a long way towards achieving deeper integration, promoting inclusion and 
building resilience” (Le Thi Quynh Anh, 2020). To improve and enhance 
Viet Nam’s connectivity, Dione suggested Viet Nam should build multi-mod- 
el transportation; promote the alignment of transport and spatial planning to 
better support value chains; emphasize on investing in physical and digital 
infrastructure. 

Recently, Viet Nam’s Government has promulgated a number of policies 
to develop the sustainable economy; mitigate the negative impacts of inter- 
national economic integration (pollution, shortage of natural resources, in- 
crease clean energy demand.); adapt with unprecedented trends in global 
economic environment (i.e. the development of Industrial Revolution 4.0 
(IR 4.0), namely the Resolution No. 26/NQ-CP on the 5-year Master Plan 
for the sustainable development of Viet Nam’s marine economy through 
2030, with a vision to 2045; Resolution No.55-NQ/TW on the orientation of 
Vietnam’s National Energy Development Strategy through 2030, with a vi- 
sion to 2045; Prime Minister Decision No.749/QD-TTg on National Digital 
Transformation Program to 2025 and vision to 2030.Policies contained in 
these documents include ensuring Viet Nam’s sustainable development, pri- 
oritizing the use of clean and renewable energy resources, and developing an 
environmental friendly economy by enhancing digital economy. 

Regarding the ongoing global pandemic, Viet Nam also suffers from 
COVID-19, given its deep integration with the global economy. Viet Nam’s 
GDP growth fell to 3.8% in the first quarter of 2020, compared to 6.8% in 
the same period in 2019 (General Statistics Office of Vietnam, 2020). In the 
first three months of 2020, almost 35,000 businesses went bankrupt (Do 
Thanh Ha, 2020). According to the ADB, Viet Nam’s economic growth will 
decline sharply to 4.8% in 2020 but rebound to 6.8% in 2021 (ADB, 2020). 
To recover the economy, Viet Nam’s Government has issued Decree 41/2020/ 
ND-CP which provided a variety of incentives to mitigate the economic im- 
pact by the COVID-19. The incentives launched a US$10.8 billion credit, 
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lowered interest rates, delayed the payment of taxes and land use fees for 
several businesses (Ayman Falak, 2020). It also issued Resolution No.42/ 
NQ-CP to help individuals and businesses affected by the pandemic (Dezan 
Shira, 2020). It is believed that the larger number of bilateral and multilat- 
eral trade agreement in Viet Nam will expand market access and boost the 
national economy recovery post COVID-19. The pandemic has also shown 
the necessity for stronger economy, improving business environment, pro- 
moting the digital economy, and enhancing public investment effectiveness 
and efficiency. 

Finally, Vietnamese government divided the country into three key eco- 
nomic zones (KEZs) correlative to three regions, namely the Northern Key 
Economic Zone, the Central Key Economic Zone, the Southern Key Eco- 
nomic Zone. The KEZs are the economic engine of Viet Nam. According to 
Deputy Prime Minister Hoang Trung Hai, from 2011 to 2015, the KEZs 
achieved around 3,000 USD in annual average per capita income, and ex- 
port turnover increased to 14.5 percent per year (Jones Samantha & Gu Ju- 
lia, 2012). Recently, due to the negative economic impacts of COVID-19, 
the Prime Minister Nguyen Xuan Phuc called for more investment in the 
KEZs through taking advantages of successfully controlling the pandemic to 
attract investment and promote business and production activities (Vietnam 
News, 2020). 


IV. LOOKING BEYOND THE OCEAN: VIET NAM - LATIN AMERICA 
COOPERATION 
With a young population, stable political system, high economic growth 
and distinct culture, Viet Nam is known as an attractive destination for for- 
eign visitors all over the world. Latin America is no exception. Particularly, 
when speaking of major power influence on the geopolitical sphere, it may 
be noteworthy to draw comparisons between Viet Nam and Latin American 
countries, for both are small and medium-sized countries, face similarities 
in dealing with major powers and have huge potentials for cooperation. Fur- 
thermore, the globalization process also pushes the Latin America and ASE- 
AN in general and Viet Nam in particular closer in term of development of 
new markets, south-south cooperation (Simon Tay, 2013). Evitably, the re- 
lationship between Viet Nam and Latin America in recent years has enjoyed 
gradual development in economic ties, people-to-people contacts, culture 
exchanges and tourism. There is no reason not to believe that Viet Nam and 
Latin America will tap into this great potential (Simon Tay, 2013). 

There are a number of reasons why Viet Nam and Latin America may be 
potential overseas partners and attractive investment destinations. First, for 
historical reasons, Viet Nam and Latin America have for a long time enjoyed 
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good relations, as both have experienced struggle for freedom against French 
colonialism and supported each other throughout the Viet Nam War. Sec- 
ond, the two share vast similarities in political systems and cultural values, 
most notably between Viet Nam and Cuba. Third, in terms of geographical 
significance, Viet Nam is situated on the vital sea lines of communication 
(SLOCs) connecting the Pacific Ocean and Indian Ocean, the main sea 
trade route in Asia, making it a gateway to trade for regional and global econ- 
omies and opening up endless possibilities for maritime cooperation between 
Viet Nam and Latin America, including vital industries such as trade of goods 
and offshore oil and gas extraction. Fourth, there is great potentials among 
the Pacific Alliance members — consisting of Mexico, Chile, Colombia, and 
Peru. The Alliance is a market of 230 million consumers, accounting for 50% 
of the trade volume and 38% of FDI of the Latin American region (Vietnam- 
plus, 2012). The majority of the population of the Alliance consists of a 
young, well-educated labor force and consumers with increasingly greater 
purchasing power. Recently, the Alliance is pushing for further inter-regional 
integration with Asia-Pacific through APEC and East Asia through the Fo- 
rum for East Asia-Latin America Cooperation (FEALAC), creating huge op- 
portunities for Viet Nam and ASEAN to promote cooperation with Latin 
America (Trung Minh, 2019). All in all, Latin America is an opportunity for 
Viet Nam to further diversify its markets, reduce reliance on traditional part- 
ners, and enhance international integration. In fact, Viet Nam has set a tar- 
get of increasing two-way trade with Latin American countries to $15-18bn 
and attracting $3bn investments from this region by 2021 (VOV5, 2018). 
On the other hand, cooperation potentials between Viet Nam and Latin 
America is also hindered by a series of factors. First, Viet Nam has its share 
of security concerns. Even though the South China Sea is the world’s second 
busiest SLOC and should have been an enabler of trade routes, as mentioned 
earlier, it is also a security hot spot with territorial disputes between regional 
countries and major power competitions threaten its peace and stability. 
Consequently, any business, including those from Latin America, who is con- 
sidering its investment in the area may be reluctant to do so for fear of risks 
and uncertainties. In addition to the South China Sea dispute, the Mekong 
water resources is also on Viet Nam’s security agenda. In the Mekong region, 
the shifts in water currents in cross-border Rivers, which are triggered by 
humans, also have adverse effects on Viet Nam, affecting water, food, envi- 
ronmental security, and the lives of millions of people in various localities. 
Second, the unprecedented changes in the geo-political landscape also 
bring challenges to the Viet Nam-Latin America relations. Geographically, 
the distance between Viet Nam and Latin America is quite far, each lying on 
either side of Pacific Ocean, which causes difficulties in communication and 
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collaboration between the two markets, people, and resources. The differ- 
ences in the politic system, economy structure and diverse culture also pre- 
vent the depending cooperation between the two sides. 

Furthermore, the rivalry among the major powers also challenged both 
Viet Nam, ASEAN and Latin America countries. As mentioned earlier, the 
rivalry competition of the powers make the small and medium countries 
make choice. 

Finally, instability in the Latin America political situation also poses chal- 
lenge to the cooperation opportunities between the two sides. Having adopt- 
ed a policy of neutrality and non-interference, Viet Nam is reluctant to en- 
gage itself in political turmoil’s that are taking place in Latin America (Nasa 
Rahima, 2019). 


V. CONCLUSION 

The world is changing at an unprecedented rate and along with it are unpre- 
dictably, uncertainties, and various global issues which cannot be resolved 
by countries individually. In this context, Viet Nam has been cooperating 
closely with other countries and regional and international organizations to 
address common non-traditional security issues such as diseases, epidemics, 
climate change, environmental disasters, terrorism, arms trafficking, drug 
trafficking, maritime piracy, transnational organized crime, illegal migration, 
cyber warfare, poverty, and territorial security issues. In addition, the rise 
and aging of world population while urbanization is taking place fast and vig- 
orously, especially in developing countries, pose challenges to job generation, 
social welfare guarantees, development of social security system, healthcare 
and education, and human migration. Rising middle class in some emerging 
economies requires their governments to better satisfy their new demands. 
These developments continue to cast uncertainties and carry implications 
for the whole region as well as the individual member countries including 
Viet Nam. The gap between political commitments and implementation re- 
mains, cooperation in security, intelligence and police with some countries 
are still limited. Within multilateral mechanisms, Viet Nam has gradually 
become more active and put forward initiatives. However, its practical con- 
tributions remain limited due to its capacity and resources. In addition, Viet 
Nam has yet to tap into the full potentials of international integration to 
ensure its defense and security interests, nor has it fully supported the inte- 
gration process. 

Beside achievements, Viet Nam still faces a number of difficulties and chal- 
lenges. The economy is still at risk of lagging behind others and unsustain- 
able development. Labor productivity, quality, effectiveness, and competitive 
capacity remain low while there exist many limitations in scientific and tech- 
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nological achievements and qualified human resources. Protectionism, eco- 
nomic and trade competition between major powers, and the reduced role of 
multilateral institutions have multifaceted effects on Viet Nam’s economy. 

The Fourth Industrial Revolution gives rise to new requirements for man- 
ufacturing, trade, and social security. The 4IR also threatens Viet Nam’s in- 
telligent and security. The hostile forces who conspire with reactionaries 
and political opportunists inside the country have not given up their plots 
against the Vietnamese revolution. They focus on destroying political, ideo- 
logical foundation with a view to eliminating the leading role of the CPV 
and the socialist regime in Viet Nam, sowing discord in the entire nation’s 
great unity. 

Against this backdrop, the study of Viet Nam’s geo-politics and geo-eco- 
nomic changes in the 21st century provide valuable clues to how Viet Nam 
engages and plays a significant role in the future global order. 2020 is a big 
year for Viet Nam when it holds a couple of prominent regional and interna- 
tional positions amid challenging geo-political and geo-economic environ- 
ment. The question is how Viet Nam could take full advantage of opportuni- 
ties and minimize the challenges to be an active, proactive and responsible 
member in regional and international community, creating new cooperation 
opportunities with potential partners including Latin American countries. 


NOTE: 

The South China Sea is translated in Vietnamese as East Sea (or Bién Dong). 
For the purpose of academic discussion, the author uses “the South China 
Sea” in this article. 
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I. LIMITS OF A GLOBAL POWER: A HYPOTHESIS 
This chapter is devoted to depicting and analyzing the 
multilateral relations of the People’s Republic of China 
(PRC, Beijing, Mainland) with the Association of South 
East Asian Nations (ASEAN). 

As a starting point, my hypothesis is that China is a 
global power. However, it does not have international he- 
gemony, nor regional one. It is capable and able of im- 
pose-negotiate its will on limited matters and on a few 
governments. It is part of many cooperative efforts, even 
has built or helped to construct some international insti- 
tutions; however, Beijing has no power, ideas, and institu- 
tions yet to build an international order based on its he- 
gemony. It means, China lacks force and organizational 
structure, as well as capability and ability to convince and 
enforce its will and be a hegemon. This assertion offers a 
framework to adequately understand what Chinese can 
perform and the extent of their policies designed to im- 
plement to ASEAN. 

Having established the principal hypothesis, conduct- 
ing thread of these pages, I present an underlying hypoth- 
esis that will order facts and arguments: this an analytical 
approach that offers a theoretical proposal to understand 
what the PRC is doing and can do, as well as its limits 
and the dynamics of its interactions with ASEAN. In an- 
other words: the best way to understand the behavior of 
the actors and establish the patterns of their behavior is 
through the combined use of various theoretical tools. 
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Il. THEORY IS NOT A HOUSE OF CARDS 

Theory gives foundations and pillars to comprehend a reality made of dis- 
courses, figures, masks, ambiguities, diplomacy, deceptions and perceptions. 
Without theoretical tools, construction of reality is just a house of cards. 

In order to understand what is inside the framework of the exchanges 
ASEAN-the Mainland requires reviewing some theoretical approaches that 
will led us to apprehend Chinese proposals and actual international policies 
in South East Asia, followed by an explanation of some the domestic and 
international constraints faced by the dominant political elite. I am well 
aware that current bibliography exceeds the aims of this chapter. There are 
works that in a few chapters comprises the most important currents to ap- 
proach the region (Pekkanen, Ravenhill, & Foot, 2014). My own approach is 
modest in scope, but focused on actors, agenda and space. 

In the future, among other tools, academic community will build a hy- 
perlinkezed set of theoretical approaches and concepts to study societal 
interactions. 

Hegemony is a cardinal concept in international relations (IR) studies; 
therefore, it has components shared in most academic research and some 
issues are highly debated according to different schools’ theoretical ap- 
proaches. Historically, however its content was constructed for the political 
action, it has been recovered and popularized among IR scholars. Hegemo- 
ny, according to this conceptual contribution (Gramsci, 1986), exists when 
the “line” of a hegemonic state-great power, no matter what, does not oscil- 
late. Its actions are based in what is permanent, therefore powers impose 
their will on weak states. Gramsci’s perspective is one of competition, force 
and imposition. Here I do not consider debates on the concept or its domes- 
tic application (Anderson, 2017). 

Analyzing Gramsci’s concept (Cox, 1983), it is possible to construct a set 
of variables to determine if a state has hegemony or not. To apply it, a re- 
searcher should consider when a hegemony begins and ends, that interna- 
tional institutions are means to develop institutions of ideology and its ideol- 
ogy, and the construction of historic blocs. 

As I have explored somewhere else (Haro Navejas, China’s Relations with 
Central America and the Caribbean States: Reshaping the Region, 2011), 
also from a Gramscian perspective, find patterns of international behavior 
there are two concepts, one is the war of position and the other one is war of 
manceuvre. The use of both will probe vital to achieve being a hegemon. 

There is another approach (Keohane, 1984), that could be useful to be 
recovered nowadays. First of all, Keohane main concern is cooperation, not 
hegemony. Cooperation is fostered by hegemony. Secondly, it is not clear the 
difference, if necessary, between the noun, hegemony, and the adjective, he- 
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gemonic. Third, even when hegemony could trigger cooperation by construct- 
ing international regimes, it is also a way to build means of cooperation. Ke- 
ohane’s proposal states that hegemony could diminish, but not cooperation. 

Gramsci, Keohane and Cox, as many other, help us to construct a concep- 
tual perspective to understand that, at this point, Beijing is at a crossroad. It 
has almost everything to be a hegemon, but not in the right place or moment, 
and not even in exact amounts. It has to surmount many obstacles, such as: 
systemic, China is an alien actor in the actual international system; percep- 
tion, one of the weakest aspects, even worst in the context of the COVID-19 
pandemic, it is its negative image; spatial, its needs to find access to the Pa- 
cific Ocean and its effort to secure borders has helped Chinese making ene- 
mies; military, China has strengthening its muscle and getting involved in 
conflicts; cooperation, its power in this field it is not a global reality at this 
moment; culturally, one of its strongest assets, China raises suspicions about 
its interests behind its policy of cultural transmission/sharing. 

The concept of hegemony/hegemonic/hegemon is a theoretical construct 
to understand limits and perspectives of China as a global power and a some- 
time-soon to be a hegemon. No matter how useful, it is insufficient to com- 
prehend these pages topics. As long as Chinese actors and their interests grow 
spatially and in agenda, more and even new approaches will be needed. 


Ill. TO WAR OR NOT TO WAR, IS THAT THE THEORETICAL 
APPROACH? 

Under the current actions of the political and economic actors, every theo- 
ry has been tested and there have been efforts not just to strength existing 
theoretical approaches, but even there are attempts to create new intellec- 
tual constructs. I myself consider that a single theoretical approach is not 
enough to understand China, not to mention to attempt foreseen its future 
behavior pattern. Theoretical proposals study specific actors and their in- 
terests, also particular environments are considered to analyze interactions 
across borders. Most of the time, it is better to use a couple of theoretical 
tools to have a better grasp of reality and actors that engage in it. 

Contexts change, and actors evolve inside them. At the same time, they 
change contexts and contexts change them. In one of the classics of interna- 
tional relations academic discipline (Morgenthau, 1948), few months after 
the end of Second World War and few before the triumph of Mao Zadong, is 
pointed out the weight and line between the “two camps”, United States and 
the Soviet Union, was so clear that China and India were not something to 
worry about in that present but in some uncertain future. As I stated, context 
has changed, as well as actors and the other way around. The time to worry 
is already here. 
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I do not intent to make a comprehensive discussion, not even a full depic- 
tion, of theoretical approaches devoted to China or even to ASEAN. My se- 
lection has been based in pragmatic or academic relevance of the approach, 
sometimes both are relevant. 

From a historical perspective, there is a debate on the role of war as a 
main foundation of states. Following this assumption, China, not Europe, 
achieved “completeness of articulation” (Tilly, War Making and State Mak- 
ing as Organized Crime, 1985) from the upper side of the socio-political 
system and in this Asian territory there was not war between states but civil 
wars and rebellions (Tilly, Coercion, Capital, and European States, 990- 
1990, 1990). While there is a re-interpretation of the past, war had a rele- 
vance that Tilly did not perceive, new research fails to grasp the complex 
reality that surpasses subjugation of the “periphery” and the achievement 
or not of a binomial outcome of Chinese history: democracy-federalism 
(Hui, 2017). 

For a relative long time, drums of war have been beaten in many arenas. 
Academic research has not been immune to this ideologically charged issue. 

Leaning to the political position of Donald J. Trump, President of the 
United States, there is perception (Pillsbury, 2015) that states: China, with- 
out Americans knowing it, is making everything to supplant Washington as 
the “global hegemon”. In the process is constructing a new world order. This 
author tries to prove his position by proving that some assumption taken for 
granted are false, such as the idea that China will be a democracy. Rational- 
ization in this side of the ideological spectrum is not clear enough about the 
final outcome of their ideas, but it seems that they could be willing to retort 
to war. 

However, there are scholars (Mearsheimer, Better be Godzilla than Bam- 
bi, 2005), that wrote today’s argument since around 1994. History, mainly 
that of USA during the 19" century, shows that physical conflict is inevita- 
ble, mainly because China cannot rise peacefully. According to this school 
(Mearsheimer, The tragedy of Great Power Politics, 2001), structural offen- 
sive realism, no power seeks status quo, all of them try to achieve the un- 
achievable: global hegemony. Therefore, because of the structure of the in- 
ternational system the competition among powers is permanent and the only 
left option to survive is being a hegemon. Inside this box, destiny leaves no 
choice but confrontation with Washington as long as China grows. 

There is another perception (Allison, Destined for War: Can America and 
China Escape Thucydides’s Trap?, 2017), scholarly oriented, less ideologi- 
cal, that considers that a physical conflict China-USA is both unlikely and 
unwise. Here the emphasis is that humans, political actors, make decisions. 
There is no fatality in social processes. This hypothesis arose from a previous 
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research on the Cuban missile crisis (Allison, Conceptual Models and the 
Cuban Missile Crisis, 1969) where we find three models that are used to 
explain international issues, that can be applied to explain and predict differ- 
ent situations: rational policy, organizational process, and bureaucratic poli- 
tics. Allison’s models could be strengthened with game theory (Kydd, 2015), 
mainly Chicken and pre-emptive war, applying them on highly completive 
environments. 

More in the idealist side of the theory, there are researchers about social- 
ization (Kent, 202), who have proved how China’s leaders learns inside in- 
ternational organizations and makes domestic changes as an outcome of 
what was learnt. It does not mean, in any sense, the Chinese governments 
behave always with same pattern or that they agree on every political matter. 
In fact, they are hard negotiators and do not accept everything on the grounds 
that they are protecting sovereignty and/or they have a market economy and 
yet China is a developing country. 

Taking a closer look, the relation China-ASEAN give us a picture of mu- 
tual will to cooperate and change trough socialization: it is at least a multiple 
track relation where China pushes and ASEAN pulls (Sheng, 2008), it means 
that Beijing not only it not imposing its will, but the host organization has 
socialized the bigger partner, that willingly has learnt many lessons from 
ASEAN. Theory teach as that “actors who enter into a social interaction 
rarely emerge the same” (Johnston, 2001). 

Giving relatives predominance of a theory over another one should be 
linked to changing political contexts. How actors have changed the con- 
texts-institutions and how contexts-institutions have changed them. 

China, in a first stage, was an eager learner of rules and procedures as a 
member of the General Assembly (GA) and of the Security Council (SC) of 
the United Nations Organization (UNO); then, with a wider experience as a 
socialized actor, it was a tough negotiator when negotiating its entry into the 
World Trade Organization (WTO); in the Asia-Pacific Cooperation Forum 
(APEC) the Chinese government was militant because of Taiwan’s presence 
and it was a ring to dispute Washington power; on the contrary, generally 
speaking, with ASEAN attitude has been positive, and yet with conflicts on 
specific issues, such as sea limits. China took a leap forward as the main 
driving force of Shanghai Cooperation Organization (SCO) (Haro Navejas & 
Hernandez Mendoza, La dimensi6n institucional en la relaci6n ANSEA-OCS, 
2013), where its experience in ASEAN was fundamental to become not only 
organizer, but provider of ideas and material resources. 

If the SCO was a successful attempt to build a regional organizations al- 
most by its own, Xi Jinping has been in the road of openly claiming to be the 
main advocate of the free market, presenting himself as the leader capable 
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to displace any other peer, aiming a plan to alleviate structural-historical 
deficiencies of many countries related to infrastructure and productive 
investment and offering specific ideas to construct a new institutional order, 
among other propositions. 

Xi Jinping it not looking to be a relevant actor in international affairs, 
institutional or not. 

He pretends to be the playwriter. 

In order to deconstruct and reconstruct the play, multiple theoretical 
tools are needed. Multiple actors, interests, institutions, contexts, fast trans- 
forming environments, changing power balances, unknown variables 
(Covid-19) shape a system where uncertainty is the dominant feature. 

Paraphrasing Gramsci’s rationalization, it is possible to find an ideologi- 
cal continuum, a line, in politically irreconcilable Chinese elite groups that 
yearn for recuperate the place that supposedly China had in the internation- 
al system. This line, in the mindset of the elite of the Communist Party of 
China (CPC), is the path to take China to the international hegemony. 

The components that drive China in its seek of being a global-hegemon 
power are ideas, mainly an interpretation of history and specific policies to 
guide its international actions; ideas, that offer mind maps to act in global 
arenas; interests, that give a rational framework to implement its ideas that 
push Chinese actors to be successful securing raw materials and accessing 
foreign markets; institutions, that thanks to their rules Chinese could find 
certain degree of certainty to engage in trade exchanges, for example. 

This trinity (ideas, interests, intuitions) needs the most important I. 
Identity is fundamental variable to understand Chinese actors’ behavior. 
Identity explain how and why they act in particular way both domestically 
and internationally. Most important, identity is linked to ethnicity, history, 
culture, forefather, civilization and power. Identity is a way to build and 
exercise power. 

If there is a Chinese issue closer to determinism that is identity. There is 
an ethnic identity with specific and particular components, such as biologi- 
cal, having one and single ancestor; culturalism, there is one and only culti- 
vated civilization, with its distinctive language; history, where Chinese has 
been non-interrupted civilization for 6,000 years. Chinese identity flows and 
changes, even when some features remain or are shared by different so- 
cial-political groups. Under de CPC, what is politically endemic in the main- 
land is a metaethnicity and or metaidentity: loyalty to CPC. 

What drives Chinese actors and cements their society is the idea that 
China, the new China, exists because of the CPC. It does not matter to con- 
sider any other variable, even that they are important, loyalty to the Party is 
the variable of the elite in Zhongnanhai. 
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IV. PURSUING GLOBAL LEADERSHIP: CHALLENGES AND CONSTRAINTS 
PRC’s dominant elites face many challenges and constraints that can be, for 
the purpose of analytical structure, domestic-intermestic and international. 

Domestically, there is a historical long-term goal: maintain the CPC in 
power. Everything is subordinated to this premise that works as political 
principle and axiom. It does not mean, by any chance, that China and its 
institutions have not changed since 1949. Quite the opposite, state, govern- 
ment, and non-government institutions have been transformed but there are 
new organizational structures. However, because historical, spatial and de- 
mographic variables there is a permanent conflict and tendency to crash 
between centripetal and centrifuges forces. No matter if a political or eco- 
nomic actor try to control the center or separate from it, at some point every 
force is centrifuge as sine qua non condition to achieve enough political 
strength to reach whatever aim is seeking. Some possible outcomes are: rel- 
ative profits, where a centrifuge position is a negotiation tool and a centrip- 
etal force maximizes its profits by being in the margins of central power; total 
failure when a centrifuge force adopts maximalists positions and/or the cen- 
ter crushes a social movement demanding political transformations or mem- 
bers of a non-Han, mainly form Tibet or Xinjiang, aspire to build an indepen- 
dent state; finally, different levels of victory, when a centrifuge actor becomes 
centripetal and fights those who undermine the central government, at least 
as it is perceived in Beijing. 

From a Chinese official perspective, what Xi Jinping, President of the 
PRC and General Secretary of the CPC, has done and is doing is avoiding 
the victory of many centripetal forces: he defeated Bo Xi Lai and ascended, 
first, to the CPC’s leadership and, second, to the presidency; he has devoted 
a lot of energy in hanizing Xinjiang with an impetus never seen before re- 
garding one of the so-called national minorities; Xi tightened political con- 
trol on Hong Kong, first, trough Carrie Lam, Chief of the Executive, and 
with her failure, directly with the Law of the People’s Republic of China on 
Safeguarding National Security in the Hong Kong Special Administrative 
Region (SCNPC, 2020), enacted by the Standing Committee of the Nation- 
al People’s Congress (SCNPC) of the PRC, June 30, 2020 and promulgat- 
ed the same date by the Chief of the Executive. 

From both Chinese legal and political perspectives, all these develop- 
ments concern to its sovereignty. However, because of broader implications 
and government actions have led to intermesticity of apparently mere do- 
mestic issues. The first, because of the murder of a Britsh citizen, Neil Hey- 
wood, and Wang Lijun, the then local leader of the local police, fleeing to the 
American consulate un Chongqing made two governments had a non-de- 
sired participation. The intermestic features in Xinjiang and Hong Kong are 
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apparent. Xinjiang, a strategic part of Central Asia, contains natural resourc- 
es and a population that flow beyond spatial, administrative and cultural 
borders that by itself is intermestic. By looking for international governments 
support, Beijing globalizes what considers a domestic issue. Because its spa- 
tial situation, as well, economic and financial weight and, most important, 
the political awareness of a vast amount of citizens, many interests concur 
and collude in the islands, what makes Beijing to send multiple messages to 
multiple actors and confront them, for example, with to articles in the above 
mentioned law: article 38 states that a person can commit a crime against 
Hong Kong abroad and could be punished. 

The leadership of Xi Jinping has two main policies of international scope: 
the Chinese Dream-National Rejuvenation of the Nation and the Belt and 
Road Initiative. The first one was Xi‘s a political and ideological proposal to 
access to the party leadership as a final step to reach the presidency. The 
second one has been his guide to deepening Chinese presence in a growing 
number of economies. Chinese president has aspirations of planetary scale. 
The tandem Chinese Dream-Rejuvenation of the Nations is the ideological 
engine and the historic aim. It is both a circular and linear perspective. It is 
circular because it pretends to be again what they allegedly were begore 
some time in past history. It is linear because elites, scholars and politicians 
alike, see a historical continuum that goes straight form a remote pat, 6,000 
thousand years ago, to the future, 2050. 

Beijing has a strong short-term ally, Russian Federation. Their closeness 
will last as long as Moscow consider it is profiting from China’s economic 
advantages and build its power by weakening the United States. In the long- 
run Moscow and Beijing have mutually exclusive global and regional goals. 
Even when Russians lack a general set of goals similar to those of Chinese. 
Both pretend to be global hegemons, now share certain control on Central 
Asia, each one of them has interests in the north, just to name a few issues. 

As long as the present status quo between Pakistan and India does not 
substantially change, the only trustful friend that Beijing so far has is Islam- 
abad. China is doing everything at its reach to become the power pouring 
money and infrastructure projects in many countries, such as Myanmar and 
Bangladesh. 

Historical reasons, mainly with Viet Nam, and China’s growing expan- 
sionism into the China Sea make impossible that literally almost any country 
belonging to ASEAN country willingly accepts China’s leadership. If Beijing 
expects that to happen, it should displace and/or defeat Washington, con- 
vince its regional partners that does not pretend to be a colonial power or by 
using force them that Beijing is the hegemon in this area. 
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V. CHINA-ASEAN, THE INSTITUTIONAL POLITICAL DIMENSION 
Chinese elites, especially those that have arisen along the construction, 
evolution and triumph of the CCP, consider they have as their main histor- 
ical tasks recover the grandeur of Chinese civilization, the cyclical perspec- 
tive of history; becoming a global power leading the fights of the Chinese 
people since the Opium Wars as stated in the Constitution, the linear con- 
ception of history. 

That is the easy part of a research focused on foreign policies. It is crystal 
clear what Beijing seeks. Problems appear when determining how-means-be- 
havior. The first is a set multidimensional policies that swing from physical 
violence to cultural exchanges. Means are institutions, money and ideas. 
Behaviors cover, one extreme, seduction supported by an impressive cultural 
past, and also, on other side, different types of threats. There are other con- 
siderations: when, it is represented by political contexts; who, it is the actors 
and roles in the international arena and policies implementations; and why, 
it is the general, historical tasks, or specific goals related to trade or sea limits, 
that are (pre)texts to achieve the first ones. 

Because of its own and inner transformation, ASEAN evolved from a 
loose anti-communist alliance at the end of 60s, when there was a regional 
induced terror in the context of the American army combating against the 
Viet Cong in Viet Nam, to an organizational structure devoted to pursue re- 
gional integration, while each member is protecting its sovereignty trying to 
profit from their comparative advantages, cheap-abundant labor-consumer 
people and raw materials, as well as from Chinese market looking for not 
engage in competition with no possible victory. 

Economic gains have not been an obstacle to suspect about Chinese in- 
tentions or a double discourse. Mutual trust has been dificult to build. 

Beijing understood that to be successful with its Southern neighbors, it 
needed to be committed with their organizational process. Main tool used by 
every actor was double-edge option: cooperation and institutionalization. 
Not even for a single day, Chinese have abandoned its aspiration get free 
access to the Pacific Ocean. However, they were building abilities and capac- 
ities to act in complex sets of multiple actors and interests interacting in 
different spaces of mixed cooperation and conflict. 

Chinese politicians were not inclined to forget their historical aspirations, 
but they were with disposition to learn from the ASEAN. Being a leader, a 
hegemon, in the region requires to strength the existent institutions, deep- 
ening cooperation and even compete with traditional, Japan, and new coop- 
erators, South Korea. Beijing, beyond trade and/or investment, was success- 
ful in becoming part of the ASEAN’s structure. From a socialization 
conceptual approach, Beijing was successfully socialized. Its conduct, gener- 
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ally speaking, followed the institutional rules existing in the region. When 
problems arise, ASEAN offers a negotiation framework to solve disputes. At 
the same time, Beijing institutional activism can be considered part of its ear 
of position to increase its possibilities of being a hegemon. 

China not only learned, followed and respected the organizational struc- 
ture of ASEAN. Socialization worked, even it went as far as to help con- 
structing the SCO considering the former as a model (Haro Navejas & 
Hernandez Mendoza, La dimensi6n institucional en la relaci6n ANSEA-OCS, 
2013). What gave China more positions. 

Chinese diplomacy acts in many multi-directional tracks and multi-ring 
stages. Beijing performs many plays with a growing number of actors. While 
flows and negotiates in the framework of ASEAN, constructs the SCO, 
builds its space at the doors of the Pacific Ocean, engages in particular bilat- 
eral interactions with every government of the region. 

Beijing has its own idea of how to build institutions, it is an incremental 
way where and when it has control of the agenda. Before the One Belt, One 
Road Initiative, there was the strategic partnerships, initiative that is not 
extinct yet. According to Chinese academics (Feng & Huang, 2014), Beijing 
has been using it, they express, as a successful policy to engage in bilateral 
relation since 1993 when the first strategic partnership was reached with 
Brazil. It is an instrument that is combined with multilateralism. This kind 
of partnership differentiates levels of relations, which are not all the same, 
characteristic not always apparent. At some point, it was thought it could a 
step in the road to build what was called a New Type of Major-Power Rela- 
tionship with Washington. 

From my perspective (Haro Navejas & Hernandez Mendoza, Viaje al oes- 
te. La Asociacién Sino-Mexicana: una posibilidad funcionalista, 2016), 
among other assets, the partnership’s international policy strengthened Bei- 
jing’s image of a global partner not of a threat. From a functionalist proposal, 
it does not pay attention to values but to shared interests. 

Out of several objective variables and subjective considerations, ASEAN, 
its region, has been highly important to the PRC. They have a shared history 
of conflicts, border disputes, cultural and trade exchanges, among many oth- 
er. Migration flows that can be politically relevant since the Chinese com- 
munities, old and new, have been more outspoken and active in domestic 
politics. Sometimes without a party, their social capital and support from 
Beijing make them strong stakeholders. Trade and investment count, but 
people are the subject that engages in both and many more activities. 

It is clear that China needs ASEAN on its side, not only as a market, but 
as a mean to reach hegemony by a socialization process: multilateral institu- 
tional cooperation. The process has been long and complicated. It was only 
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in July 1991, when Chinese government, represented by Qian Qichen, then 
the Minister of Foreign Affairs, began the ASEAN-China Dialogue; in 1996, 
Chinese were granted the full Dialogue Partner status. A highest peak was 
achieved in October 2003, when the parties signed the Joint Declaration of 
the Heads of State/Government of the Association of Southeast Asian Na- 
tions and the People’s Republic of China on Strategic Partnership for Peace 
and Prosperity (ASEAN, 2012). 

This declaration, as it can be expected, review what was achieved by 
the parties since 1997 in politics, economics, security, international affairs, 
and so on. The declaration set the framework for the future based on United 
Nations Charter, the Treaty of Amity and Cooperation in Southeast Asia 
(TACSA), which is mostly a non-Chinese framework, and the Five Principle 
of Peaceful Coexistence. 

Parties agreed on many issues, such as: A) In political cooperation they 
decided integrate China to the TACSA, keep consultations regarding Chi- 
nese access to the Protocol to the Treaty on the Southeast Nuclear Weap- 
on-Free Zone. B) In economic cooperation the plan was to foster and con- 
clude negotiations on the ASEAN-China Free Trade Agreement, as well as 
having Chinese cooperation in several projects in almost every country of the 
region. C) In terms of social cooperation, it was agreed on a launching mech- 
anisms in the public health sector and increase exchanges in science and 
technology. D) In the sector of security cooperation, they were ready to tack- 
le non-traditional issues and, even more transcendent, employ the Declara- 
tion on the Conduct of Parties in the South China Sea. E) In terms of inter- 
national cooperation, the important agreements were that China would 
support the ASEAN Regional Forum, make the ASEAN + 3 the main chan- 
nel to accomplish regional integration, China supports Lao and Viet Nam 
membership in the World Trade Organization (WTO) and respect the differ- 
ent paths of development. 

Beyond the specific issues negotiated with China, trade or security, from 
the theoretical perspective and taking in account the building of the institu- 
tional future, ASEAN have struggled to make Beijing accept and abide its 
conduct by the regional institutional rules and political behavior. What is 
asked from the Chinese is to accept ASEAN’s institutional role, where the 
TACSA is crucial. 

ASEAN has been transforming itself in many ways. The evident is its 
membership. The organization was founded in 1967 under the wings of 
Washington. Its purpose was to develop and integrate the region to promote 
peace and stability, i.e. avoid the victory of political forces considered com- 
munists. The first countries in the organization were Indonesia, Malaysia, 
Philippines, Singapore and Thailand. In 1984 Brunei entrance was granted. 
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Viet Nam was accepted in 1995, Myanmar as well as Lao in 1997, and Cam- 
bodia in 1999. 

Accepting new partners, even some of them outside the region, has 
meant, first that ASEAN transcendence has grown and is considered a key 
global institutional actor, not just regional; second, its principles and regula- 
tions needed to be changed. That is why the TACSA is important. 

This treaty was signed in February 1976. Its main changes have been in 
1987, 1998, 2001, 2003, 2009. Its first signatories were the five original 
ASEAN members: Indonesia, Malaysia, the Philippines, Singapore, and 
Thailand. Brunei signed in 1984; Lao and Viet Nam in 1992; Cambodia and 
Myanmar in 1995; China and India in 2003; Japan, Pakistan, South Korea, 
Russia in 2004; New Zealand, Mongolia, and Australia in 2005; France in 
2006; in 2007, signed Bangladesh and Sri Lanka; meanwhile, North Korea 
in 2008. United States in 2009. In 2010 Canada and Turkey. European 
Union, United Kingdom and Brazil in 2012; Norway in 2013. In 2016 signa- 
tories were Chile, Egypt and Morocco. Iran and Argentina indorsed the trea- 
ty in 2018. Finally, Peru was part of it since 2019. 

Interacting with partners show diplomatic abilities, also it is the idea 
that is easier to deal with China in a multilateral environment. In its 1976 
version (ASEAN 2016), there is a document of five chapters and 20 arti- 
cles. This treaty stresses cooperation, avoiding any activity that threats 
each other sovereignty, among other issues. The core of the text, essential 
aspect of any institutional socialization process, is chapter IV that con- 
tains what has been key in any international organization or agreement: 
pacific settlement of disputes. The parties agree in not using the force in 
any conflict and they would use good offices, mediation, inquiry and/or 
conciliation. All the parties must agree on applying the agreement, other- 
wise cannot be used. This content essentially remains in newest versions 
(ASEAN, 2012). 

China arrived late to and already existent organizational structure. It does 
not matter how strong has growth its political and economic power, Beijing 
had to construct multidimensional politics and implement them in parallel 
times and situations. In the process of attaining a hegemony that Chinese 
think they deserve and are ready to perform, they play with ASEAN’s rules 
and negotiate changes. Cooperation becomes essential in the way to hege- 
mony; its exercise requires incremental cooperative games that could help to 
change rules and structures according to their image. At the same time, it 
does exist another set of variables, domestic military-oriented ideas and 
Washington policies, that pushes Beijing to be aggressive to recover, so they 
say, what belongs to their country in the South China Sea, but not just there. 
These variables belong to the field of war of manceuvre. 
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In the political realm, Beijing is part of the efforts made by ASEAN to 
strength this organization by bringing it to the cooperative efforts and insti- 
tutionally framing part of the competitiveness of China with south Korea 
and Japan. 

Something similar is happening in the economic realm. 


VI. CHINA-ASEAN, THE INSTITUTIONAL ECONOMICAL DIMENSION 
From the socialization conceptual approach, on the long run, what matters is 
not trade exchanges by themselves; but socialized actors, who build-strength 
institutions and respect rules. 

An aspiring hegemon, such as China, needs to construct its own and 
powerful international actors, not just those belonging to the state and not 
just domestic. Those actors arise in the development of strengthening the 
domestic economic and going abroad seeking for markets to get goods and 
consumers. At least it is the beginning of the process. 

Bilaterally, China negotiates and, when necessary, flicks the wrist of its 
partners. Multilaterally, other behaviors are expected. Moreover, countries, 
like those belonging to ASEAN, find easier to negotiate with a power, even 
an hegemon in construction, in a multilateral context. In the process, it dis- 
covers more convenient and profitable bandwagoning and/or balancing for 
many reasons (Roy, 2005). It could be for security concerns. 

In the relations China-ASEAN, there has a been a long process of social- 
ization where the old and new members alike are compelled to be part of 
this process, not for the sake of trade, but for the demands of the socializa- 
tion itself. 

Hard negotiators as they are, Chinese have approached the trade relation 
with the ASEAN in an institutional framework. The first important deal was 
the Framework Agreement on Comprehensive Economic Cooperation, No- 
vember 2002 to eliminate tariffs and the so called behind-the-border barri- 
ers, as well as to increase cooperation and investment. Main goal that parties 
set was achieved in January 2010 the establishment of the ASEAN-China 
Free Trade Agreement (ACFTA). Its main issues were trade in goods and 
services, investment early harvest program, and the transcendental mecha- 
nism of dispute settlement. 

Also, an Agreement on Trade in Goods was indorsed in November 2004. 
It has suffered several amendments with the aim of stablishing rules to elim- 
inate tariffs, at least most of them. 

Before going any further, in 2004, China and ASEAN signed an Agree- 
ment on Dispute Settlement Mechanism of the Framework Agreement on 
Comprehensive Economic Co-Operation. Beginning with the General Agree- 
ment on Tariffs and Trade (GATT), every economic integration effort includes 
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this type of deal. Differences not only will not to disappear, but because grow- 
ing trade exchanges and deeper integration disputes will increase. 

Two articles are the backbone of the agreement. Under article 5, every 
party, in a dispute, “at any time agree” to resort to conciliation or mediation, 
being sure that their confidentiality will be preserved. In the next article, 6, 
schedules are established and, even more important, it is explained how an 
arbitral tribunal could be appointed (Enterprise Singapore, NA). 

The organizational structure, ambitious and complex, shows how diffi- 
cult has been to build mutual trust. It seems that motto has been better 
complexity than ambiguity that could led to conflicts. The peak of the 
structure is the above mentioned ACFTA that summarizes dozen of prior 
negotiation and set the foundations for a deeper integration. It is the out- 
come of years of negotiation, China was the first non-ASEAN party to sign 
a free trade agreement. 

It has been a permanent socialization and economic integration process, 
where rules change actors and, at the same time, actors change rule. Once 
actors are engaged in a dynamic of building and achieving mutual trust, 
rules are easier to negotiate and relations flow with one more process. In a 
spillover process, with no ultimate goal at sight, like the European Union, 
both bi and multilateral agenda, increases integration, actors and issues 
grow. Integration is accomplished, up to a point. 

The highest degree of integration is the Protocol to Amend the Frame- 
work Agreement on Comprehensive Economic Co-operation and Certain 
Agreements thereunder between ASEAN and the People’s Republic of China 
(ASEAN, 2015). It is a document that covers almost every aspect of the trade 
multilateral relation. It has six chapters of different number of articles. 
Amendments to previous agreements in 22 pages on rules of origin and trade 
facilitation, trade in services, investment, economic and technical coopera- 
tion, and future work program. The heaviest and important part, a little more 
than 500 hundred pages, are the annexes that cover rules of origin, originat- 
ing goods, goods wholly produced or obtained, goods not wholly produced or 
obtained, calculation of regional value content, accumulation, minimal op- 
eration and processes, direct consignment, de minimis, treatment of packing 
materials, packages and containers, accessories, spare parts and tools, neu- 
tral elements, identical and interchangeable materials, certificate of origin, 
consultations, review and modification. There is attachment A, with the pro- 
cedures for the rules of origin, it has 26; then attachment B, it is about 
product specific rules. There is a section where every ASEAN member has a 
schedule of specific commitments by sector/subsector, limitation on market 
access, limitation on national treatment, and additional commitments. Fi- 
nally, there is the reference paper and links with WTO agenda. 


440 


DR © 2022. Universidad Nacional Aut6noma de México-Instituto de Investigaciones Juridicas 


. ‘Esta obra formgffarte del acervo de la Biblioteca Juridica Virtual del Instituto de Investigaciones Juridicas de la UNAM 
] www. juridigas-unam.mx Libro completo en: 
4, https://bibNG-juridicas.unam.mx/bjv https://tinyurl.com/4y8m6zcc 


: 


It is the successful outcome of a double process of negotiation-socializa- 
tion: same rules to every party. At the same time, it is an uneven process and 
every party has specific commitments. At this point it Chinese-ASEAN look- 
ing for deepest cooperation, no matter what happens in the South China Sea 
that is not everybody's problem, at least not in the same dimension. 

Asymmetry between China and its Southeast Asia partners is colossal: pop- 
ulation, spatial area, economy size, political system, army capabilities, any- 
thing. However, it possible to see huge asymmetry clearly by comparing their 
global ambitions and capabilities to fulfil them. Some of them, like Singapore 
or Thailand, could aspire to be regional powers and be the leader building 
consensus and alliances to facilitate bandwagoning in contexts of uncertainty 
and dispute between global powers. It is not idle to say that China is already 
a global power looking for hegemony to begin with in Southeast Asia. 

Beijing has learnt how the international system and its institutions work, 
then became an active and purposeful actor. In the negotiations with the 
World Trade Organization (WTO), it was able to obtain most of its aspira- 
tions without jeopardizing its sovereignty, one of its best negotiations have 
been with ASEAN and it is the main partner. Even more, Beijing was and is 
the engine of the SCO. 

Since Xi Jinping is president, and even months before, discourse and be- 
havior patterns have changed fast. It is another era, where victimization is 
about to be fully left behind. There is a policy, One Belt-One road, that be- 
gan spatially constrained. It has expanded, becoming global. It covers almost 
any portion of the planet and any issue. 

Even more important that the policy, there is a political will to be a global 
superpower. 

Trump is not giving up his country position as a leader. Quite the opposite. 

He has a sort of a policy to develop a deinstitutionalization and demulti- 
lateralization process. His aim is reconstructing the international system, its 
institutions and agreements. He pretends to change the rules of the game, 
what means make less concessions to any government, convince his allies 
spend more money in security, change flows and directions of trade, bring 
back to American soil companies. In a few words, Trump pretends to build 
an American empire with China more as a colony, not a system with shared 
power and responsibilities. A new order under its aegis. 

Xi has seen this situation as an opportunity to be the leader of free trade 
and its institutions. Opportunity that has been weakened with the outburst 
of the COVID-19, Beijing has faced problems of credibility on its way to deal 
with the pandemics as well as well as its means and ways to interact with the 
World Health Organization (WHO). Beijing responses have been, like al- 
ways, multidimensional. In tweeter, aggressive; behind the stage, hard to 
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avoid any embarrassment and demanding; in public, a generous power pour- 
ing money and medical goods anywhere. 

Chinese dominant elites’ perceptions about the world and they place are 
different now. That is a problem that has been there in the relation with 
ASEAN, but it will be more apparent every day. 

Beijing, from now on with stronger determination than before, it is not 
seeking a North America kind of arrangement or a European sort of integra- 
tion. In the relation China South-East Asia does not exist the same equilib- 
riums as in any other part of the worlds. Most of all, they lack the Chinese 
perspective of history and of the future. 

The ASEAN-China relation has begun another phase, where the unex- 
pected, few months before, an unknown variable, is the main issue in the 
interaction and the tool to negotiate. It is a matter of material resources, also 
about health public policies and how to handle a crisis. In sum, how to man- 
age the crisis and take advantages of the counterpart weakness. 


Vil. CHINA-ASEAN, THE COVID-19 DIMENSION 

Xi and his team have seen the pandemic outcomes as a context that facil- 
itates their international empowerment. China has stopped massive conta- 
gious, it is financially and medically capable to help others to face the public 
health problems, tries to put an end to the crisis in Hong Kong, at the same 
time that tightens its grip in Central Asia. Any news agency, Chinese or not, 
has informed in July 2020 that its economy has avoided recession and it 
ready to be the engine of the global economy. 

As in anything else, Chinese international interactions are multidimen- 
sional. One of its favorite stages remains to be the South China Sea. Mean- 
while most governments and populations have the pandemic as their main 
concern, Beijing navy forces have been highly actives with everybody paying 
attention and US doing its part to face these movements. 

Members of ASEAN, as it was established before, have different percep- 
tions and interests in the conflict. Nonetheless, they have had to face Beijing 
policies. Since November 2013, Beijing established the East China Sea Air 
Defense Identification Zone (ADIZ) pretending to impose traffic restrictions. 
In a similar fashion, it has been trying to implement the same policy in the 
South China Sea since 2010 and are parallel actions to the constructing of 
islands. The new ADIZ, that is not official yet, includes the Pratas, Paracel 
and Spratly islands (Chan, 2020) 

Gathered in Vietnam, members of ASEAN discussed about COVID-19 
and other issues. Out of 66 items, government leaders devoted two, 64 and 
65, to express their distresses and perspectives about the South China Sea. 
In the first one, they reaffirm that is important to have “peace, stability, safety 
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and freedom of navigation”, ASEAN stresses how important is to imple- 
ment the Declaration on the Conduct of Parties in the South China Sea, 
which is consistent with the United Nations Law of Sea (UNCLOS). 
Also, they insist in keeping negotiations to have a code of conduct. In 
item 65, ASEAN representatives express their concerns “on the land 
reclamations, recent developments, and activities and serious incidents”. 
In this paragraph insist in the pacific solution of controversies according 
to the UNCLOS and states that recent development “have eroded trust 
and confidence”, which “may undermine peace, security and stability” 
(ASEAN, 2020). 

ASEAN has pursued for many years about having a code of a mutual 
conduct. Negotiations have been arduous, complicated, but with positive 
outcomes in the past. The main output, a multilateral document (ASEAN, 
2002), stablishes commitment with the international law, the already 
mentioned UNCLOS; regional agreements, the Treaty of Amity and Coop- 
eration in South East Asia; and of course, a Chinese input, the Five Prin- 
ciples of Peaceful Co-existence. ASEAN, together with China, among 
their main commitments, will build trust and confidence, reaffirm their 
respect to the freedom of navigation and overflight, they said they should 
self-restraint in anything that could escalate a conflict and will abide by 
peaceful settlement of controversies. Enery party may look to engage in 
cooperative activities. 

At this moment in history, future negotiations on the COC seem to be invi- 
able, even the very same implementation of the 2002 Framework is ruled out. 

Since reality is multidimensional, so are Chinese actions. Even ASEAN 
members have multiple policies. Meanwhile Beijing is building itself as a 
hegemon, ASEAN seeks not to be rolled over by China. It is out of the ques- 
tion a physical encounter; costs would surpass benefits. Under the actual 
circumstances, both parties, Beijing and ASEAN, will continue, at least as an 
aspiration, to talk about negotiation and the COC. The first, at the same 
time, will keep advancing in the South China Sea; and the second, will cling 
to defending the organizational framework, institutions and documents. 

Chinese are not giving up pacific actions as a mean to become a hege- 
mon. For its part, ASEAN, among other things, cannot run away of a com- 
plex integration that give them a market to export and a source of invest- 
ment. Bandwagoning is an option to get the best from Japan and South 
Korea, also markets and investments, as well as aid, and some sort of security 
in military terms. 

In March 13", in a video conference (ASEAN, 2020), health experts from 
China and ASEAN had a meeting to find ways of common responses and 
cooperation. Some of the issues they agreed on are as follows: Enhancing 
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public health emergency responses, sharing technical information to im- 
prove competences in prevention, detection and response, strengthening co- 
operation in hazard communication, improve dialogue on drugs and increase 
mechanisms to prevent, detect and respond to health menaces. 

ASEAN and its three East Asian partners held a special encounter, April 
14", on COVID-19 (ASEAN, 2020). They agreed on 18 resolutions, where 
stand out these issues: strength the existing warning system and sharing in- 
formation, enhance capacities to respond and have medicine, strengthen 
scientific cooperation, encourage multidirectional support to train human 
resources, implement measures to keep markets free and help business, re- 
inforce measures to stabilize chain of manufacturing and supply, keep alert 
to avoid financial crisis, and promise to work with the WHO. 

Few weeks later, May 29", explicitly with similar agenda that the former 
(ASEAN, 2020), a higher meeting was held between ASEAN economic min- 
isters and their Chinese counterpart, to talk about COVID-19 and strength- 
ening cooperation in the framework of ACFTA. This type of meetings demon- 
strates an existing competition among the non-region partners and every one 
of them demands its own political space. This statement has specific topics. 
Beijing thanks ASEAN members and private actors their support, both in 
kind and in cash. ASEAN responds in similar terms. In point number 6, they 
stress that the ACFTA will trigger trade, investment and growth, as an instru- 
ment to facilitate free flow of trade. They will defend free, open, transparent, 
non-discriminatory exchange of goods. Their mutual goal is to create, in 
WTO, a predictable environment to business and investment. 

What was the unknown variable in 2020, COVID-20, became the axis of 
the multilateral cooperation China-ASEAN AND ASEAN + 3 (China, Japan 
and South Korea). The pandemics helped them to begin more institutional- 
ized multilateral cooperative efforts in at least two levels: the ASEAN + 3 and 
ASEAN with one each of them. 


VIII. MISLEADING CONCEPT, ELUSIVE FUTURE: SOME REFLECTIONS 
Because of the growing USA-China conflict with no end at sight, and some 
other important variables, the international system is changing in a speed 
non-seen in many decades. It is hard to grasp it. It is harder to understand it 
and to create-recover the right concepts. 

The idea prompted by media, followed by politicians and even some ana- 
lysts, is that the world is living or will live in the near future a cold war. 

It is misleading in so many ways. First, history, the social processes, is not 
linear, nor cyclical. Also, it would seem that there is only one way and solu- 
tion. There are many distorted aspects: there is no an agreed status quo with 
rules more or less fixed to provide, with international institutions to buffer 
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conflicts between powers, certain amount of stability; there is no a postwar 
Germany, as a permanent source of uncertainty and armed conflict; global 
powers have no agreements on sphere of influences, what exist are remnants 
of prior processes; forget agreements, there is no hard evidence of a Stalin’s 
mentality that occupying a country could mean imposing, military, an alien 
social system (Judt, 2005). 

This chapter sheds light on some major academic issues that could have 
practical implications that are not of my research agenda. 

I have shown that China has to rely in multidimensional policies to, 
someday in the near future, achieve hegemony, at least at the regional level. 
In many aspects, t is the stronger economy in the area, and it has more pow- 
er than any of its partners. Chinese power is supported with ideas, interests 
and institutions to achieve its goals at some point in forthcoming times. 
What gives Chinese elite more strength is its autoconstructed identity that is 
a locomotive to go abroad to become a hegemon. 

Elites in Beijing are engaged in one war of positions, ASEAN, and in one 
war manceuvre, accessing to the South China Sea in a complex context. 

Most issues faced by China, and by ASEAN for that matter, are intermes- 
tic from its very inception. No matter how hard Beijing attempts to keep al- 
most everything enclosed inside its borders, sooner than later, the Chinese 
government goes to the international level to prove it is right and to ask for 
support from its peers. It can be Xinjiang or COVID-19. 

What in politics is seen as an anomaly, it is considered normal in eco- 
nomics, where intermesticity is an accepted rule. Main difference: what it is 
not acceptable in politics, international regulations that give certainty, is not 
just needed but welcomed in economics. Politically, cession of sovereignty is 
not acceptable. 

It has been hypothesized and exposed that China has no hegemony, there- 
fore is not a hegemon, yet. This assertion was fortified with the proposal of 
using several theoretical approaches. One theoretical perspective is insuffi- 
cient to construct and analyze reality. Under this perspective, even powers 
can be socialized, and it is useful for all the parties involved in the process. 
Asymmetry among partners and historical aims of China complicate the en- 
vironment and the future of negotiations. 

It is obvious that Beijing political dominant elite, as the previous elites, seeks 
being a global power, a hegemon. What is no apparent is how the process 
work, the way politicians behave and the different forms that they pretend to 
obtain what they see as their attainable historic aims. Even more difficult is 
to pretend foresee the actual outcomes of the disputes in progress. 

Interpretation of history, domestic and international political socialization, 
perception of the intentions of the other, pressure of social actors, economic 
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situation, and state of political legitimacy are just a few of the variables to be 
studied and to construct an analysis to understand Chinese international 
actors or any actor for that matter. 

Here, I presented a few variables, mainly those related with institutional- 
ization and cooperation, but some linked with conflict were not displaced. 
Under the proposal of a double hypothesis: China has not all the material 
and ideological instruments to be a hegemon. In order to comprehend this, 
scholars have to use several and combined theories. 

Theorists, mainly in USA, are in two groups: those who believe that con- 
flict is avoidable and those who consider otherwise. Groups are heterogenous 
and both try to influence politicians, however the second group is full of 
persons that have seen the policy on China as a moral crusade. 

Even in a war, there are some open communication channels, most of the 
time they are non-public. The context, global and regional, is one where 
China and the United States are playing the chicken game, where the set of 
options are reduced to the minimum, one where players can lose control of 
variables and the actions of other actors now under their power. 

Interactions ASEAN-China take place in a highly competitive, complex, 
verbal violence, growing tensions in the South China Sea and, among many 
other issues, diplomatic clashes dominated for tit-for-tat retaliations. And yet 
some negotiation spaces still exist. 

Trade agreements are not easy. Its negotiations can take years. Finally, at 
some time, negotiations end. It is possible to measure everything, and ex- 
perts create formulas to solve practically anything. As I have shown here, 
agreements create institutional frames where certainty is sought by the par- 
ties and help to build trust that led to spillovers that in return will build more 
confidence and institutions increasingly transnationals... to some extent. 

There are two problems. One is what is at stake in the South China Sea, 
the second is what Chinese elites are looking for. 

Where feelings, points of view on history, territorial claims based on what 
the space was supposed to be like before, or anything that is hardly measur- 
able and objectively demonstrable are involved, it is almost impossible to 
reach an agreement. In fact, it is impossible to negotiate when a leadership, 
with power, means and will, expects beforehand to get a specific outcome 
and not another different. There is nothing left to be done. 

Actors, some of them and in some issue, are playing zero-sum games. 
That is the game China plays in the South China Sea, which does not hap- 
pen in other realms. 

In order to be a hegemon, Beijing makes decisions and already acts like 
one. Its global policies are multidimensional, and yet differentiated and they 
are a statement. China needs access to the Pacific Ocean: cannot have any 
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kind of hegemony if does not happen. It is trapped by the regional order built 
since the Second World War. Hence it does not care about any territorial 
claim coming from ASEAN or from some of its members. On one track, 
there is a policy of cooperation to face the pandemics; on the other, the mil- 
itary advance to construct its own sea space and power. 

History helps to understand how actors were shaped and socialized. 
Trough history, we can get glimpses about the decisions they will take in the 
future. Nonetheless, contexts change, dominant elites also are not always 
the same. Some actions seem clearest, some are grayest. For decades, the 
pattern of actions with and against India seem to have an understandable 
pattern, what does not happen with Viet Nam, were Beijing seems to be er- 
ratic and with no logic. In fact, with most countries, patterns are there, even 
with Washington and Trump. It is not different with ASEAN. 

It does not mean that could be possible to determine how is going to be 
the future of China and the decisions politicians will make. What we can see 
in the interactions China-ASEAN is that Beijing is in another phase of its 
process in the path to be a hegemon. It has determined what is seeking and 
will not stop until it gets what it wants. About certain issues, Chinese will act 
no matter what international organizations and/or governments think. Now 
the PRC is designing and implementing cooperation policies, but it is be- 
coming more aggressive and assertive. 

Institutions does not end conflicts. Establish rules to manage them, set- 
tle differences and establish foundations to provide certainty. It is impossi- 
ble to expect wars end because of organizations. Again, there are unknown 
variables, many actors, and multiple interests that make impossible to con- 
trol all of them. 

The end of an era, American hegemony, seems to be at sight; a new insti- 
tutional structure is far to exist; and new historic blocs are in the making 
process. 

Offensive realism tries to determine that war is inevitable. If it does not 
happen tomorrow or next year, it will sometime in the future because it is a 
tragic destiny of states that interact in a system that make states inevitably 
go to war. 

Just like the end of the world, will it happen? Will be a sort of fate be more 
important that human decisions? 
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ABSTRACT 

This paper aims to introduce its readers about the im- 
portance that the formalization in East Asia of the “Re- 
gional Comprehensive Economic Partnership” (RCEP) 
in November 2019 might achieve for Latin America in 
the present and future dealings with Southeast and 
Pacific Asia. It represents more than half of the world 
population, 32% of the total GDP and around 30% 
of the global trade. It is the biggest in the world and 
Asian-centered. Its members are the 10 countries of 
ASEAN plus the PR China, Japan, South Korea, In- 
dia (in suspense), Australia and New Zealand. RCEP’s 
potential will be considered, as well as its incidence 
on the ongoing Latin American regional strategies of 
international economic and trade insertion — with fo- 
cus on the Pacific Alliance and Mercosur. It will also 
present alternative scenarios available to these blocs 
of integration regarding Latin America’s insertion in 
Asia-Pacific. 


|. LATIN AMERICA’S LONG AND DELAYED 
JOURNEY TO THE EAST: COULD ASEAN AND 
RCEP BE THE BRIDGES? 

This paper sought to become a sort of introduction for 
the Latin American readers about the importance that 
the recent formalization in East Asia of a new Mega 
Trade Agreement (MTA) — the Regional Comprehen- 
sive Economic Partnership (RCEP) — might achieve 
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for our region in the present and future dealings with Southeast Asian and 
in broader terms, Asia-Pacific nations. 

This study aims, among other goals, to clarify different aspects pertaining 
to the RCEP. As such, it will address the following: a) structure and charac- 
teristics of the RCEP, main topics of negotiation; b) global geopolitical and 
geo-economic importance and expected impact of the RCEP, also taking into 
account its interactions with other MTAs, such as the Comprehensive and 
Progressive Agreement for Trans-Pacific Partnership (CPATPP, commonly 
known as TPP11); c) incidence of the RCEP on the ongoing regional strate- 
gies and national public policies adopted regarding integration and interna- 
tional economic-trade insertion of Latin America in the Asia-Pacific area, 
with special reference to the South East countries; d) conclusions and sug- 
gestions drawn by this work in terms of the alternatives open to us and the 
suitable policies that could be applied. 

Furthermore, it also seems convenient to look the other way around. The 
Asian readers deserve the right to count with their own appraisals of differ- 
ent views related to Latin America’s present situation and undertakings. 
Therefore, part of this paper attempts to cover these issues. 

Last but not least, the paper is future-oriented. Thus, particular relevance 
will be assigned to the drawing of sub-regional scenarios that might likely 
provide frameworks and options to be considered by our decision-makers. 


Il. SOUTHEAST ASIA: THE POLITICAL, ECONOMIC, 

AND IDENTITY CONSTRUCTION OF A REGION 

Since the end of the 20" century, the demise of the bipolar world order 
provoked a big bang and gave way to a period characterized by the multi- 
plication of change vectors at the global level. Among the most important, 
clear imprints have been left by the expansion of capitalism’s frontiers. Un- 
der the market imperative, it subsumed great part of the socialist space and 
incorporated the “Asian world” into a transnational logic of production and 
consumption. 

With the beginning of the 21* century, the configuration of a new global 
political and economic scenario — product of globalization — eased the inter- 
state tensions, spawning a wide range of opportunities for the creation of 
bilateral, multilateral, and interregional regimes, based on common interests 
and aspirations of shared growth. Dynamics of cooperation, coordination 
and consensus were determining for the development of potentialities that 
used to be constrained by the global state of confrontation between 
superpowers. 

The post-Cold War economic map highlighted certain trends that were 
particularly relevant to the developing countries. These include threats orig- 
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inating from the multilateral order due to failed negotiations on trade liber- 
alization in the context of the WTO and the GATT, the consolidation of 
economic spheres integrated on the basis of well-developed institutions and 
territorial factors (i.e., the European Union), and the rise of cooperation and 
sub-regional integration initiatives. The latter are carried out with the aim of 
adjusting national strategies to the demands of the emerging competitive 
paradigm. The current restructuration of the global production system is 
propelled by the technological revolution, directed by transnational enter- 
prises (TNEs), sustained by the growth of FDI flows, and increasingly based 
on global value chains (GVCs) (Moneta & Cesarin, 2014). 

In this context, the function of economic regionalism and inter-regional- 
ism is twofold: a) as a preferred option for developing economies in the face 
of hostile protectionism at the multilateral level and b) as a determining 
strategic alternative through cooperation, for an active insertion in the glob- 
al trade, investment, financial and scientific-technological flows. As a result, 
several sub-regional integration initiatives emerged, such as the one in 
Southeast Asia and even the ones that went through a reconfiguration in 
Latin America, which appeared to be specific responses to these tendencies 
(Moneta & Cesarin, 2014). 


Ill. ASEAN: THE BEGINNING OF A REMARKABLE COMMUNITY, 

THE FIRST STOP OF A “LONG MARCH’... 

The creation of the Association of Southeast Asian Nations (ASEAN) in 
Bangkok in August, 1967 will be, thus, the initiative that allows this group 
of nations to overcome enormous external challenges in only five decades, 
achieving a high level of economic growth, integration, political articulation, 
regional identity, and global insertion (Table 1). 

Since its baptism in Bangkok, ASEAN has exhibited its own cultural 
traits. Unlike the Latin American praxis, which bases its integration schemes 
on rigidly institutionalized mechanisms (Moneta, 2004), the Foreign Minis- 
ters of the five founding countries — Thailand, Indonesia, Malaysia, and 
Philippines, with the latter inclusion of Brunei Darussalam (1984), Vietnam 
(1995), Laos (1997), Myanmar (1997), and Cambodia (1999) — did not sign 
an international treaty, but rather a brief “Declaration”. In it, the main objec- 
tives and goals are established, which can essentially be summarized in the 
promotion and facilitation of intra-regional economic development, the en- 
couragement of cultural and social progress, and the assurance of peace and 
stability in the region. 

In spite of critical internal and external challenges, the policies imple- 
mented by ASEAN, based on the search and construction of consensus, the 
respect for sovereignty, identities and national projects, gradually generated 
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a collective identity project that facilitated internal political and social 
consolidation. 


TABLE 1. ASEAN MEMBER STATES: SELECTED BASIC INDICATORS, 2018 


Foe GROSS INTERNATIONAL MERCHANDISE FOREIGN 
TRADE 

romuuanion| POMETIC | Greoucr soma | BVESTAENTS 

COUNTRY PRODUCT | 9 ee capita | EXPORTS | IMPORTS Ene INFLOW 
THOUSAND a Uss uss nad Us US$ MILLION 

MILLION MILLION | MILLION | MILLION 

hae 442,4 13.557 30.645 6.571 4.157 10.729 504 
Cambodia 15.981,8 24.634 1.541 5.897 8.373 14.270 3.103 
Indonesia 265.015,3 1.041.562 3.930 180.013 205.522 385.535 21.980 
Lao PDR 6.887, 1 18.096 2.627 5.541 5.848 11.389 1.320 
alaysia 32.385,0 358.412 11.067 247.354 217.467 464.821 8.072 
lyanmar 53.625,0 77.264 1.441 16.654 19.337 35.991 3.554 
Philippines 106.598,6 342.693 3.215 67.488 115.119 182.607 9.802 
Singapore 5.638,7 364.076 64.567 411.973 370.684 782.657 77.631 
Thailand 67.831,6 505.060 7.446 241.011 191.967 432.978 13.248 
Viet Nam 94,666,0 241.039 2.546 242.969 236.837 479,807 15.500 
ASEAN 649.072 | 2.986.391 4.601 | 1.425.471 | 1.375.312 | 2.800.783 154.713 


SOURCE: Created by the author based on ASEAN Macro-economic Database, ASEAN Merchandise Trade 
Statistics Database, ASEAN Foreign Investment Statistics Database. 


Along with the considerable development and economic expansion, cer- 
tainly, there were improvements related to political stability and the reduc- 
tion of interstate conflicts due to actions by ASEAN. 


IV.THE ASEAN “VISIONS”: A PRACTICAL AND PROSPECTIVE WAY 
OF GENERATING FUTURES 

The “Declaration” also provided a sense of one vision, one identity and one 
community for the Member States. The use of “Visions” became a useful 
way of giving substance to its aims into the future. 

In this regard, “Vision 2025” also stated that ASEAN must be a highly 
integrated and cohesive economy (ASEAN Secretariat, 2019). It deals with 
the efforts to become an economically desirable, politically acceptable and 
environmentally attainable region. 

With that purpose in mind, ASEAN endeavors to increase productivity, 
strengthen connectivity, liberalize the service sector, deepen the financial 
sector cooperation, search for new partners for FTAs and pay attention to 
the regional investment model, in the framework of a process pursuing mar- 
ket-driven integration. 
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Furthermore, it was also considered that it will be useful in this regard the 
establishment of a considerable number of bilateral and multilateral FTAs with 
countries from Asia and other regions of the world (an objective that must be 
seriously taken into account by Latin America). 

Moreover, it establishes that the prospective actions to undertake must be 
harmoniously inserted in the framework of ASEAN’s “Three Pillars”: the po- 
litical and security, economic, and socio-cultural communities. 

Without delving into a prolonged and complex process of economic in- 
tegration and cooperation in ASEAN — which provides useful experiences 
if compared with the Latin American case! — it is worth mentioning some 
of the adopted measures, valuable precedents for the consideration of cur- 
rent processes. 

In 2007, the “ASEAN Charter” was signed, which, among other elements, 
provides international legal status to the Organization. Three years later, in 
2010, the “ASEAN Trade in Goods Agreement” (ATIGA) was signed in order 
to replace the Common Effective Preferential Tariff (CEPT), which had the 
aim of reaching an integrated market. 

In 2015, the “ASEAN Community” was launched, including the first 
steps towards an “ASEAN Economic Community” (AEC). Finally, “Vision 
AEC 2025” established the passage from the Area of Free Trade launched in 
1993 with the CEPT, to an “ASEAN Economic Community” intended to 
begin fully functioning by the middle of this decade. 


TOWARDS 2025: ASEAN’S PROGRESS IN THE ECONOMIC 

AND TRADE REALMS? 

At present, the benefits may be observed of the measures that ASEAN ad- 
opted for its economic growth and development. In that context, the intra an 
extra-zone economic exchanges, the consolidation of common negotiation 
practices, the establishment of integrated markets attractive for FDI and 
the promotion of innovation and technical-scientific exchanges, along with 
shared institutional design, displays the attained goals’. 

ASEAN is managing to realize most of the goals determined for the cur- 
rent stages of its economic planning. In particular, its position as the world’s 
fifth largest economy is noteworthy, as well as the considerable growth of its 
GDP, external trade and FDI. 


1 See, among others, Mols, Manfred “El Regionalismo en America Latina y el Sudeste Asiatico: aspectos co- 
munes y diferencias” en Luciano Tomassini (comp.), El Sistema Internacional y América Latina. Nuevas formas 


de concertacién regional en América Latina. Buenos Aires, Grupo Editor Latinoamericano, Anuario RIAL, 1990. 
2 “ASEAN Integration Report 2019”, Jakarta, ASEAN Secretariat, 2019. 


3 See “ASEAN Integration Report 2019”, Jakarta, ASEAN Secretariat, 2019 (Ch. III), for a detailed anal- 
ysis of the progress made by ASEAN in these areas. 
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ASEAN’s economy has grown at rates close to 5% since 2011, with aver- 
ages above the global rate. Its GDP was worth 2.5 trillion USD in 2015, 
reaching the figure of 3 trillion USD by 2018. 

Regarding external trade, it raised from 2.3 trillion USD in 2015 to 2.8 
trillion USD in 2018, retaining the fourth position at the global level and 
representing 7.2% of the world total. 

In this context, intra-ASEAN trade covers 23% of its total trade, exceed- 
ing the individual percentages corresponding to the “Dialogue Partners”: PR 
China (17.2%), Japan (8.2%), India (2.9%), Republic of Korea* (5.7%), Aus- 
tralia-New Zealand (2.7%) and Hong Kong, China (4.2%), with Russia and 
Canada accounting only 1.3% of the total. 

In this regard, China continues to occupy the first place as commercial 
partner since 2009, after gradually overtaking Japan and the US, with its bi- 
lateral trade reaching 482.1 billion USD in 2018 in a commercial world and 
regional environment affected by the US-China trade tensions and COVID-19. 

Finally, there has also been an increase in the FDI. In 2015, ASEAN 
was receiving 98.7 billion USD. Three years later, that figure jumped to 
154.7 billion USD, which represents close to 12% of the total global FDI 
flows. In that context, the intra-ASEAN FDI covers only 15.9% of the total 
received. 

Again, the “Dialogue Partners” occupy the first positions in the ranking in 
2018: Japan is the main investor (13.7%), followed by China (6.6%) and 
Hong Kong, China (6.6%), Republic of Korea (4.2%), India (1.1%) and Aus- 
tralia-New Zealand (0.6%). 

Therefore, it seems useful to point out that, in spite of its attachment to 
the goal of being a single market and production base, ASEAN still pursues 
an “open regionalism”, simultaneously trying to expand its markets as far 
abroad as possible. Being in the top-ten position closest integration in the 
global economy means the possibility of increasing its freedom to maneuver 
vis-a-vis the regional and global economic players. 

To increase the diversification of the markets in which ASEAN operates 
with enhanced negotiating conditions, it may simultaneously obtain a rela- 
tive increase of its room for maneuver with regards to China, with whom 
ASEAN registers the greatest commercial and FDI dependence. 

The economic data presented in this section highlight ASEAN’s economic 
achievements and point out the different degrees of dependence to foreign 
demand. China, the European Union (EU) and the United States all affect 
its GDP, growth and employment rates. The countries that integrate ASEAN 
face strong economic competition from Chinese products in the USA and 


4 Henceforth, the terms “Republic of Korea” and “South Korea” will be used interchangeably. 
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Japan, while there is also the threat of Indian competition, particularly in the 
Business Project Outsourcing (BPO) sector. 

All these facts should be taken into account by Latin America in its future 
strategies of economic and commercial linking with ASEAN. They present 
opportunities — favorable disposition on their part to an increase and deepen- 
ing of the trading and FDI bonds — as well as challenges, which are added to 
the already existing ones (e.g.: inter-industrial trade as the prevailing dynamic 
in Latin America), associated with the relative political and economic situa- 
tions in both regions in relation to China and the set of “Dialogue Partners”. 


THE RCEP IS FINALLY ARRIVING! 

On November 4th, 2019 in Bangkok, Thailand, at the end of the Third RCEP 
Summit, the Heads of State/Government of the sixteen Member Countries 
of this Treaty issued a “Joint Leaders Statement” announcing the completion 
by fifteen participant countries the text-based negotiation covering all twenty 
chapters’. Final legal work will commence for signing in 2020. 

They also informed that India has significant issues “which remain unre- 
solved” and “that the RCEP participant countries will work together to re- 
solve these outstanding issues in a mutually and satisfactory way”, being up 
to India the final satisfactory resolution of these issues (ASEAN Joint Lead- 
ers, 2019). 

Five months later, during a meeting of the Working Group on Trade of 
RCEP (29'* RCEP TNC Meeting, 2020) the commitment was reaffirmed to 
sign the RCEP Agreement in 2020, as well as to welcome India’s return to 
the RCEP negotiations. 


- INDIA’S RETREAT: WAS IT A WISE DECISION? 
The Indian retreat from the last steps of the negotiation in November 2019 
was of a critical and utmost important decision adopted by Premier Modi. 
India envisaged its “Look East Policy”, centered on the Southeast Asian 
countries in the beginning of the 1990s as a strategic and economic tool to 
both ameliorate its participation in these important markets and to take 
profit of ASEAN’s external political architecture, to strengthen its diplomat- 
ic links with the “Asian dialogue partners”. Under Modi, this policy was in- 
vigorated and reshaped, becoming the “Act East Policy” (Moneta, 2018). 
5 Chapters on: 1) Initial Provisions and General Definitions; 2) Trade in Goods; 3) Rules of Origin, in- 
cluding Annex on Product Specific Rules; 4) Customs Procedures and Trade Facilitation; 5) Sanitary and 
Phytosanitary Measures; 6) Standards, Technical Regulations and Conformity Assessment Procedures; 
7) Trade Remedies; 8) Trade in Services, including Annexes on Financial Services, Telecommunication 
Services, and Professional Services; 9) Movement of Natural Persons; 10) Investment; 11) Intellectual 
Property; 12) Electronic Commerce; 13) Competition; 14) Small and Medium Enterprises; 15) Econom- 


ic and Technical Cooperation; 16) Government Procurement; 17) General Provisions and Exceptions; 


18) Institutional Provisions; 19) Dispute Settlement; and 20) Final Provisions. 
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These elements give notice to the economic and strategic importance of 
RCEP for India. 

Notwithstanding, several critical problems for India — related to tariffs in 
key areas of goods trade — emerged in the Treaty negotiations. Some mem- 
bers requested a drastic reduction of more than 90% of the import tariff lines 
of agricultural and industrial goods (Wignaraja, 2018). In order to keep its 
industrial sector alive and updated, these tariff lines were critical to India. 
Furthermore, India also had problems in the sector of digital economy and 
the liberalization of trade services. 

As it was widely exposed by some Indian authorities, major economic 
sectors, NGO representing sectorial interests, political parties and the me- 
dia, all of them were afraid of a sort of deluge of cheap Chinese industrial 
products and food goods rapidly coming from Australia and New Zealand. 

Taking into account that India has a trade deficit of 57 billion USD with 
China (as well as deficits with 11 of the 16 RCEP members), this perception 
seems to have a concrete basis, particularly in times when the COVID-19 
has a negative impact on the economy and labor. 

Nevertheless, RCEP provides long periods of time for taking care of the 
opening of the markets. Besides, the Treaty constitutes a precious tool to 
open and penetrate new markets, as well as to attract foreign TNEs and in- 
vestors to India. As a result, one could gain substance about the wisdom of 
the decision adopted: the Indian efforts along two decades to build a com- 
petitive position in Asia-Pacific could be wasted by this retreat. 

After the RCEP’s negotiations ended, in 2020 — or during 2021, taking 
into account the current global and regional situation caused by COVID-19 
— Asia will count with the largest free trade area in the world. If India finally 
agrees with the terms of the Agreement, the 16 Member Countries will rep- 
resent 32% of the global GDP, 28% of the global trade and a population of 
3.5 billion people (ASEAN Secretariat, 2019). 

It is expected that after RCEP’s completion (2030), its GDP could 
reach 25 trillion USD (larger than the USA’s GDP). Thus, RCEP becomes 
the most sophisticated and comprehensive Agreement undertaken by de- 
veloping countries, by including the PR China, Japan and the South Korea 
(and India?), great powers for which RCEP would be the first joint FTA 
(Petri & Plummer, 2018). It represents a success with global impact, 
achieved thanks to China and ASEAN’s efforts throughout more than 
three decades. 

ASEAN managed to finalize a project of intra-Asian integration that in- 
corporates the greater and medium powers of the region, while maintaining 
for itself a role of “hub” that allows its leadership in the future evolution of 
this integration process. This outcome contrasts with the scheme that the 
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USA attempted to unsuccessfully impose in our region in 1994 with the 
“Free Trade Area of the Americas” (FTAA), where the superpower was the 
“hub” and our countries the spokes, a situation that reinforced the already 
existing asymmetries in its favor, with the structural location. 


V. THE CONSTRUCTION PROCESS OF RCEP: CONTENDING 
VISIONS AND COMPETING INTERESTS THAT FINALLY REACHED 

AN AGREEMENT 

As the main economic power, the PR China faces circumstances of compe- 
tition with other countries in the region and with USA, both in the geopolit- 
ical and in the geo-economic terrains. The Chinese government also notices 
the advantages of using FTAs to organize its economic and trade relations in 
Asia in a cooperative manner. 

Japan, South Korea, India, Australia, and New Zealand, all of them have 
shown an enormous interest during the last years in deepening their political 
links with the ASEAN governments (which, to a large extent, aims to estab- 
lish alliances and cooperation against the tensions with Beijing due to the 
South China Sea conflict). Their search for economic gains precedes and 
parallels the geopolitical gains, given that it aims to increase their presence 
in those markets as much as possible. The signing of the “FTA + 1” with 
China imposes the necessity of negotiating their own agreements. 

In November, 2000, in a China-ASEAN Summit, Premier Zhu Rongji 
proposes the establishment of a working group dedicated to studying a pos- 
sible FTA between them as part of a “Framework Agreement for Integral 
Economic Cooperation”. The FTA “ASEAN + 1” (ACFTA) is signed in No- 
vember 2002, its liberalization process to be completed in 2010. 

The main trading partners of ASEAN did not want to lose terrain. The 
signing of the FTA + | ASEAN — China underscores the necessity of negoti- 
ating their own Agreements with the Members of the Association. The Trade 
Agreements they materialize with them, while offering important benefits to 
the ASEAN countries (e.g. market access conditions; external financial and 
technological cooperation, etc.), also contribute to diminishing their fears in 
the face of China’s growing geopolitical and geo-economic influence. It also 
regulates its participation in those markets, as well as the strengthening of 
its position vis-a-vis the United States and other competitors. 

Towards the end of the first decade of the 21* century, five “ASEAN + 1” 
had been signed, with Japan (AJCEP) in 2008; the Republic of Korea (AK- 
FTA), India (AIFTA) and Australia/New Zealand (ANZFTA) in 2010, com- 
pleting the “ASEAN + 6”, the EAFTA. 

Furthermore, in 2005 ASEAN assembles the first “East Asia Summit” 
(EAS) with the “ASEAN + 6” participation. Also during that year, a project 
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was considered of an East Asia FTA (EAFTA) that would include ASEAN + 
RP China, Japan and South Korea, in “ASEAN + 3”. 

Two years later, Japan — attempting to neutralize the EAFTA, which was 
led by China and could be, in the future, the chosen Agreement to advance 
towards regional economic integration — proposes a new FTA design: the 
“Comprehensive Economic Partnership of East Asia” (CEPEA) that expands 
the “ASEAN + 3”, incorporating India, Australia and New Zealand. From the 
geopolitical point of view, the Japanese strategy was to include these coun- 
tries to act as a counterbalance of China. 

Then, the EAFTA (supported by China) and CEPEA (backed by Japan), 
were competing as potentially credible bases to advance regional integration 
(Petri & Ali, 2014). Finally, at the 2011 Summit in Bali, the contenders — 
China and Japan — agreed to let both tracks proceed. As can be seen, in many 
cases the good economic intentions base a heavy geopolitical load, and vice 
versa. Nevertheless, it may also be observed that, in this case, they can give 
way to a favorable situation of competitive cooperation. In 2012, ASEAN 
forged an approach that was neatly formalized by the RCEP. 


RCEP: AN EMERGING ASIAN-CENTRIC MEGA TRADE AGREEMENT (MTA) 
-RCEP: EVOLVING NEGOTIATIONS, GOALS, GUIDING PRINCIPLES AND 
EXPECTED GAINS 

The launching RCEP’s negotiations was issued in Phnom Penh, Cambodia, 
in 2012 by the Member States of ASEAN and China, Japan, Rep. of Korea, 
India, Australia and New Zealand. Negotiations started in 2013. 

The objective was “to achieve a modern, comprehensive high-quality and 
mutually beneficial economic partnership agreement among the ASEAN 
Member States and ASEAN’s FTA Partners”. The Agreement will also recog- 
nize “ASEAN’s centrality in the emerging regional economic architecture as 
well as the interests of ASEAN’s FTA Partners in contributing to economic 
integration, equitable economic development and strengthening economic 
cooperation among the participating countries” (RCEP Ministers, 2012)°. 

With regards to the matters included, RCEP — which will be consistent 
with the WTO, including the GATT’s article XXIV — will cover trade in goods 
and “services, investment, economic and technical cooperation, intellectual 
property, competition, dispute settlement and other issues” (RCEP Minis- 
ters, 2012). 

The wider economic goals of the RCEP are geared towards expanding 
the participation of its members in the regional and global production net- 
works. It also aims to achieve substantial reductions in the transaction costs 


6 A complete list of RCEP’s Guiding Principles may be found here: https://asean.org/wp-content/up- 
loads/2012/05/RCEP-Guiding-Principles-public-copy.pdf 
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for businesses created by numerous ASEAN trade agreements (Basu Das & 
Jagtiani, 2014). 

In that sense, one of RCEP’s central purposes is to resolve issues linked 
to the “noodle bowl” problem, harmonizing the regulations and norms that 
hinder the transactions in Southeast Asia given the important number of 
FTAs already established in the region. 

A principle that should be taken into consideration to be included in the 
Latin American Agreements, states that RCEP will include provisions for 
special and differential treatment, plus additional flexibility to the least-de- 
veloped ASEAN Member States. 

Another important issue refers to the accession clause, which allows for 
an open scheme of accession. Any Asian party that fulfills the template could 
join, as well as other external partners at a future date “subject to terms and 
conditions that would be agreed with all other participating countries” (Wig- 
naraja, 2014). This clause would allow — given the adequate conditions — for 
Latin American countries to join RCEP. 

In brief, among the RCEP’s major expected economic and commercial 
achievements, the following could be included (Wignaraja, 2014): 

¢ Gradually reduce tariffs and non-tariff barriers for most trade in goods to 

create a free-trade area; 

e Largely eliminate restrictions and discriminatory measures of trade in ser- 

vices for all sectors and most modes of services; 

¢ Create an open and facilitative climate for investment; 

e Address the special needs of less-developed ASEAN economies through early 

elimination of tariffs on products of interest to them and through the provi- 
sion of development assistance to narrow the development gaps; and 


e Provide for a dispute settlement mechanism to effectively resolve trade disputes. 


-RCEP: RULES, NORMS AND CONTENT OF THE AGREEMENT 

As already noted, the RCEP contains 20 chapters, compared to the CPTPP’s 
30 and the USA-Mexico-Canada Agreement’s (USMCA) 34. However, with 
regards to its main competitor — the CPTPP/TPP11 — it covers the greater 
part of the issues included in the latter (by instance, it does not include la- 
bor, SOEs and environment). 

Likewise, even though its rules regarding service provision, investments 
and standards are not as thorough as the CPTPP’s, they nonetheless consti- 
tute important strides for most of ASEAN countries. Thus, for example, the 
section on intellectual property proved to be far stronger than expected, and 
the digital copyright rules exceed those of the CPTPP (Reinsch, 2019). 

One of the more complex points in the negotiation was related to e-com- 
merce. This sector, known as digital trade, is acquiring greater importance in 
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Asia and elsewhere as a core component in the new world trade patterns. 
The Agreement does not include a ban on data localization or barriers to 
cross-border data flows (this was one of the topics that proved to be unac- 
ceptable for India) (Reinsch, 2019). 

Reinsch’s evaluation additionally includes elements related to the poten- 
tial impact upon US companies. In this respect, his report notes that, despite 
their preoccupations about China, those companies that have preexisting 
operations in Asia could be benefited with tariff reductions and common 
rules of origin (Reinsch, 2019). 

Despite some critics over its failure to cover certain barriers with the same 
depth as the TPP11, the RCEP has achieved important accomplishments: 
the creation of a set of common Rules of Origin for the whole group, as well 
as an important reduction of tariffs (the extent of which will not be known 
until the end of the negotiations). In that context, it may be useful to point 
out that one of the sectors — agricultural products — is highly sensitive for the 
main producers in ASEAN (Basu Das, 2014), so some resistance could be 
expected on that regard. Furthermore, it is also foreseeable that, in likely 
future negotiations, the access to RCEP by Latin American countries, the 
agricultural sector will acquire particular significance. 

The RCEP will provide for exporters and importers a unified set of rules 
of origin to access preferential tariffs in their trade operations with other 
countries in the Agreement. Additionally, the customs proceedings, quaran- 
tines, and technical standards are directed towards the elimination of 
non-tariff barriers, generating greater transparency and cooperation between 
the Member Countries. 

In another sector, the RCEP established high-quality rules for the provi- 
sion of services between the parties, which include access to markets, na- 
tional treatment, and a most-favored-nation clause (MFN). Moreover, it 
includes an Annex that covers the subject of preferential services, destined 
to improving and expanding the operation of said services. In the same way, 
with regards to investments, provisions have been included that facilitate 
and protect them (e.g. most-favored-nation clause) (Australian Govern- 
ment, 2020). 

Finally, the countries have reserved the right to regulate sensitive activi- 
ties in order to secure their essential interests. Besides, the Agreement pro- 
vides a framework for any future negotiations or changes. 
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The RCEP represents the first agreement of its type to have been reached 
between China, Japan and the Republic of Korea within the framework 
of the WTO (India would be included in this group if it completes the 
negotiations). 

According to studies carried out by Petri and Plummer, once the Agree- 
ment is fully implemented, the RCEP would increase the overall real in- 
come by approximately 286 billion USD per year by 2030. Global trade 
could expand by 1.9% and the diversion of trade would not be significant 
(Petri et al., 2017). 

In another study that assumes the complete liberalization of import tariffs 
on goods, the revenue gains in the world economy would be 127 billion 
USD. There would also be an increase in income in the more advanced ASE- 
AN economies — Malaysia, Thailand, Singapore and Vietnam — of more than 
1% (Gilbert et al., 2016). 


WAYANG KULIT PLAYS: RCEP AND TPP11 

As Global Value Chains overcome the limits of regional blocs: (e.g.: US, EU, 
and Asia-Pacific blocs) and cover the global space, Mega Trade Agreements 
(MTA) begin to appear. These agreements incorporate new sectors, disci- 
plines, and regulations, and in most cases, seek to move forward beyond the 
limits imposed by the WTO. They also started to generate reference frame- 
works and a new institutional environment for international trade. 

Between 2013 and 2020, several FTAs emerged: the TTIP (USA-EU, 
2013, negotiations suspended); TPP, or TPP12 (USA, Canada, Japan, Aus- 
tralia, New Zealand, Brunei, Malaysia, Vietnam, Singapore, Mexico, Chile, 
and Peru, 2015). The US withdrew in 2017 and the Treaty morphed, under 
the leadership of Japan, into the “TPP11” (2019, with the same Members). 

Also in 2018, the USA-Mexico-Canada FTA (USMCA) was signed, re- 
placing NAFTA. Additionally, the “Economic Partnership Agreement” (EPA) 
Japan-USA was completed in the same year. A year later — November 2019 
— the main RCEP negotiations were finalized. 

After the North American retreat from the TPP, under Japanese leader- 
ship and with contributions from the remaining members, this Agreement 
was restructured within one year, becoming the “Comprehensive and Pro- 
gressive Agreement for Transpacific Partnership” (CPTPP) and commonly 
referred to as TPP11. Table 2 provides an idea of the economic dimensions 
of these MTAs. 
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TABLE 2. SELECTED MTAS: PERCENTAGE OF GLOBAL POPULATION, GDP AND TRADE (2017) 


WORLD TRADE 
POPULATION 'ORLD GDP 
| rervaron | i‘ es i Eee. 


6,6 


vA 


World Total 7.349 80.051 35.700 


SOURCE: Created by the author based on M. Kuwayama, TPP11 (CPTPP): Its Implications for Japan-Latin 
America Trade Relations in Times of Uncertainty. RIEB, Kobe University. March 25, 2019. 


Coming back to the TPP11, while preserving all of the concessions 
reached in the elimination of tariffs accomplished by its predecessor, the 
TPP11 suspends 20 provisions in the areas of disciplines and rules (mostly 
imposed by the USA and resisted by an important number of the Member 
States). Additionally, more flexible access conditions were incorporated as 
opposed to the previous ones which facilitate the entry of non-Asia Pacific 
States (Kuwayama, 2019). 

The MTAs need to be taken into account both in their economic and 
political dimensions. The TPP11 and RCEP are mutually related. Not only 
because of the shared presence of some of its members, but also due to a 
complex network of geopolitical reasons and economic competences. By in- 
stance, the Japanese goal of recovering a prevalent economic position in Asia 
and to a certain degree, “containing” China (Moneta, 2016) vis-a-vis the 
“crucial strategic importance achieved by RCEP for China” (Quan Yi, 2014). 
This Agreement facilitates the Chinese expansion of its economic activities 
in important regional markets, providing the opportunity to counterbalance 
those MTAs — as the TPP11 — that compete with its purposes. 

Furthermore, Japan envisages this Agreement as an instrument that in- 
troduces exceedingly high standards, capable of generating “a new world 
trade and investment rules” (Kuwayama, 2019). 

At present, TPP11 and RCEP offer different economic integration mod- 
els, not only for Asia-Pacific. In this context, it would be possible to offer 
RCEP to other countries and regions as an instance of “open regionalism” 
(Basu Das, 2014). RCEP could perform the part of a “building block” for the 
multilateral trading system. 

Thus, it seems possible that several Latin American countries could be 
attracted in the future to this Treaty, since it contains a set of rules and re- 
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quirements that appear to be not so distant from their levels of commitment 
as the TPP11. Within this frame, the presence of China, Japan and South 
Korea (and perhaps, India) — most of them without FTAs with Latin Ameri- 
can countries — substantially increases its value. 

Nevertheless, the processes of potential new Latin America-Asia Pacific 
through different FTAs and MTAs, are likely to be evolving in more complex 
and dynamic scenarios. 

The situation relating to the MTAs in the international economic system is 
fluid. Below are some of its dynamic elements to be taken into consideration: 
a. The US-China trade tensions may give way to several different scenarios. 

These cover a wide range of possibilities and timeframes, encompassing 
everything from a beneficial resolution of the conflict — which could even 
reach, in the best possible situation, a US-China FTA — through numerous 

intermediate positions, to high intensity confrontations; 

b. The TPP11 may be reaffirmed, maintaining its current structure or ac- 
cepting the USA’s re-entry, an open alternative in the case of a Demo- 
cratic leadership in the upcoming elections. This situation would sub- 
stantially modify the importance of this Agreement in the international 
trade system; 

c. The presence of ASEAN member countries — Malaysia, Singapore, Vietnam 
and Brunei — and the strides RCEP may achieve on its own in terms of dis- 
ciplines and rules are processes that may favor the convergence of both 
Agreements in the medium term; 

d. If the TTIP (USA-EU) is discarded by the current North American admin- 
istration, according to the evaluation of challenges on both sides in the next 
few years, these negotiations might eventually be reestablished. If it were to 
be materialized, another MTA of important political and economic dimen- 
sions would emerge. 

e. The competition between RCEP and TPP11 in APEC about who will be the 
selected candidate as the basis to advance towards FTAAP, counts with sev- 
eral alternatives: a) to be selected in the first place; b) to join the process 


afterwards; c) to merge with TPP11, building a shared common base. 


LATIN AMERICA: BERAPA LAMA DITUNDANGYA TERTUNDAIA?... 
(HOW LONG WILL IT BE DELAYED?...) 
Together with all the semi-permanent problems, such as insufficient growth, 
lack of adequate infrastructure and difficulties to incorporate technology 
and innovation, an unresolved pattern of uncoordinated external economic 
insertion still prevails. 

Nonetheless, some positive changes are emerging, but still with sub-region- 
al unbalances between the Pacific and the Atlantic coast of Latin America. 
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The Pacific Alliance is very active and successful in its dealings to forge 
close and wide economic links with Asia Pacific, gradually encompassing 
other countries and regions around this endeavor. 

On the other oceanic front, there is a different situation. Mercosur is in- 
volved in a “Hamletian” question about being... Ups and downs, turns in dif- 
ferent — sometimes opposite directions — have characterized its imprint during 
the last decades on both local integration and external insertion processes. 

Taking all these factors into account, this section will attempt to draw a 
state of the art of what is going on in Latin America. Furthermore, the fol- 
lowing figure aim to synthetize the different scenarios open to our countries 
and integration blocs that are being considered in this paper. 

At present, in Latin America, there are two integration schemes — Mercos- 
ur and the Pacific Alliance — which foster different responses regarding the 
most convenient way to approach the Mega Trade Agreements, and in more 
general terms, to approach the transformation of the global trade system. 


PACIFIC ALLIANCE 

The Pacific Alliance (AlPac) a regional integration area seeking to attain free 
circulation of goods, services, capital and people based on Free Trade Agree- 
ments already existing among its members. 

It aims to achieve an attractive market for foreign investment and increas- 
ing the trade flow both within the region and with third countries, especially 
with Asia-Pacific. Its constitutive Treaty was signed in 2012. The Alliance 
represents 37% of the Latin American population, 38% of its GDP, around 
50% of its total trade and around 40-41% of the Latin American FDI (Alianza 
del Pacifico, 2020). 

The AlPac has attracted high international attention, counting now with 
52 Observer States. It has also been very active with regards to its interna- 
tional insertion via FTAs and an MTA, joining TPP 11. 


MERCOSUR 

The purpose of Mercosur is to reach a single market, although it currently is 
an imperfect customs union. In 2018, the group had a population of around 
300 million people and a total GDP of 2.4 trillion USD, representing 2.8% 
of the global GDP (Mercosur, 2020). 

It has gone through different stages of redefinition in terms of its main ac- 
tion axis, maintaining highly restrictive positions with regards to globalization. 
In that context, it favors the participation of the State in the economic activity. 

During most of the past decade, the importance given to social and polit- 
ical matters within its agenda brought about an important reduction in the 
number and potential of its FTAs with countries outside the region. 


468 


DR © 2022. Universidad Nacional Auténoma de México-Instituto de Investigaciones Juridicas 


Esta obra forma parte del acervo de la Biblioteca Juridica Virtual del Instituto de Investigaciones Juridicas de la UNAM 


www. juridicas.unam.mx Libro completo en: 
https://biblio.juridicas.unam.mx/bjv https://tinyurl. /4y8m6zcc 
“# 
ales 


Since its creation in 1991, lengthy conversations or negotiations — ac- 
cording to the case — have been carried out in the course of the last two de- 
cades with Japan, China, South Korea, Singapore, Malaysia, Indonesia, and 
other ASEAN countries, with no positive results. Currently, these processes 
are under critical examination. 

Reaching a state of crisis, Mercosur has started a process of reappraisal 
looking for new updating approaches and strategies to reach its goals in 
terms of international insertion. Figure 3 presents the current situations and 
alternative scenarios that could likely be evolving in AlPac and Mercosur 
during the next few years. RCEP and TPP11 are related to their policy op- 
tions with regards to Asian and trans-Pacific MTAs that seem necessary to 
take into account. 


FIGURE 1. MERCOSUR: POTENTIAL SCENARIOS OF EVOLUTION 
CURRENT PROCESSES 


Entry of Australia, Canada, New Zealand and Singapore (TPP11 Members) to AlPac as 
“Associate Members’ (currently in progress). This would lead to an FTA with 
non-founding Members of AlPac. 


PACIFIC ALLIANCE ALTERNATIVE PROCESSES THAT MIGHT MATERIALIZE 
(ALPAC) a) Possible inclusion of Uruguay, Ecuador and South Korea. 


Chile, Peru, Colombia! b) Potential entry of Japan to AlPac as: i) “Associate Member”; ii) strengthening of the 
and Mexico Economic Partnership Agreement (EPA); iii) Japan-AlPac Agreement. 


POSSIBLE ALTERNATIVE MTAS 
a) ASEAN-AIPac Agreement c) Potential Agreements that may emerge 
b) RCEP-AIPac Agreement from links/conversations with the EU, 
Russia, Japan and China. 


ALPAC-MERCOSUR FTA 


“ASSERTIVE RESTRUCTURING” ¢ To complete FTA negociations, 


already ongoing with the selected 
bloes (ASEAN) and Asian countries* 
e To reach an Agreement about 
reshaping the strategy of 
international economic insertion 


¢ New legal regime 

¢ Relaxation of the integration 
agreements 

¢ New external insertion approaches 


MERCOSUR 
Argentina, Brazil, EFFECTIVE CUSTOMS UNION 


Uruguay, Paraguay, OR A FREE TRADE AREA 


Bolivia?, Venezuela* 


¢ Authorization to engage in bilateral 
negociations 
“MIXED POSITIONS” ¢ Adoption of Framework Agreements 
© Development of the Agreements at 
different apeeds 


1 Colombia has solicited entry but is not yet a member 3 Venezuela is currently suspended in accordance with 


of APEC. Thus, it has not been able to join TPP11 (it the provisions of the second paragraph of the Article 5 of 
has already requested entry as well). the Protocol of Ushuaia. 
2 In process of accession. 4 South Korea, Japan, China, Singapore, Malaysia, Indonesia. 


SOURCE: Created by the author 
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With regard to the Latin American scenarios, it must be pointed out that 
AlPac and Mercosur include, apart from countries of lower relative develop- 
ment, the seven biggest economies in the region. Altogether, they represent 
80% of Latin America and the Caribbean’s population, a little over 85% of its 
GDP and 80% of the FDI flows and exports. 

Indeed, the current process of convergence undertaken by Mercosur and 
AlPac seems to be the right track to adequately face the mentioned challeng- 
es (see Figure 1). Notwithstanding, another path could emerge with Mercos- 
ur’s FTAs in Asia-Pacific if this bloc is capable to overcome its present short- 
comings’. It seems, therefore, that the time has come for the countries of 
LAC to jointly evaluate the effects that could stem from the TPP11, the 
RCEP and ASEAN in the present, extremely complex Latin American 
dynamics. 

Last but not least, with regards to potential FTAs with ASEAN and Mer- 
cosur, there is already a paper that might be useful to pay attention to. A 
paper of two distinguished Malaysian specialists states that ASEAN can play 
an important role in both the Pacific Alliance and Mercosur through an FTA 
LAC-ASEAN and other with ASEAN-Mercosur. They recommend that this 
bloc-to-bloc approach could help transcend the ongoing bilateral engage- 
ments, helping to deepen the links between Southeast Asia and Latin Amer- 
ican (Devadanson & Subramaniam, 2014). Later on, a positive step forward 
could be to join RCEP. 


VI. BIBLIOGRAPHY 

Throughout this paper, an attempt has been made to examine the potential 
impact of the RCEP in a context marked increasingly by uncertainty and 
complexity. This complexity, inherent in any regional integration process, 
increases enormously with the problems related to the international politi- 
cal-economic and social situation that the whole world is facing in our days, 
which includes COVID-19’s dramatic impact. In part, this goes beyond our 
control, but it is our complete responsibility to deal with Latin America’s 
critical problems. 

In this regard, the processes under way inside Asia-Pacific, and particu- 
larly ASEAN — under RCEP — in Asia-Pacific and Southeast Asia, can pro- 
vide Latin America with numerous and valid experiences, both in terms of 
external insertion and of intra-regional development and cooperation. By 
instance, how to compensate the “gravitational attraction” of powerful cen- 
ters, such as the People’s Republic of China and the United States, with 


7 A useful introduction to the aforementioned problems and feasible alternatives for a resolution are pre- 
sented in R. Rozemberg et al., Informe Mercosur: Hacia un cambio necesario, Buenos Aires, BID-INTAL 


Nota Técnica N° IDB-TN-1675, Junio 2018. 
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their own flexible and multidimensional combining formulas (e.g. ASEAN’s 
diplomatic and political creativity and the case of countries that have man- 
aged to be part of the TPP11 and the RCEP at the same time). 

Therefore, it is necessary to examine the evolving scenarios that might 
arise from the current situation, advancing through both intra-regional and 
trans-Pacific cooperation, bearing in mind the positive role that different 
institutions dealing with economy and development in the region might play 
(e.g. ECLAC, CAF, SELA, IDB and ALADID), which have fortunately started 
to work along with their Asian counterparts. 

Regional political organs, such as UNASUR and ECLAC (under a previ- 
ous and adequate restructuring), should also participate in this effort. By 
instance, by generating links with the sophisticated and successful architec- 
ture of dialogue and external political cooperation created by ASEAN. 

Under the banner of “convergence in diversity”, a promising process is 
taking shape: a Mercosur-ALPac FTA — but still far in sight... So, for how 
long will be it be delayed? 
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I. INTRODUCTION 
In recent years, interest in the Association of South- 
east Asian Nations (ASEAN) has grown considerably in 
Latin American academic, business and policy-making 
circles'. From an economic perspective, several fac- 
tors help to explain this, including ASEAN members” 
dynamic growth, the attractiveness of their regional 
market and ASEAN’s key role in the complex array of 
international production networks known as Factory 
Asia. From a political point of view, ASEAN is widely 
seen as a successful integration project, despite the het- 
erogeneity of its members in terms of development lev- 
els, economic and demographic size, culture, political 
and legal systems and almost every conceivable variable. 
This stands in contrast with the fragmented nature of 
Latin American regional integration, whose modern ori- 
gins -same as those of ASEAN- date back to the 1960s. 
Against the above background, it is often argued that 
Latin America should actively seek closer economic, po- 
litical and cooperation ties with ASEAN, especially giv- 
en the current global context marked by a weakening of 
multilateral cooperation, increased economic national- 
ism and a growing rivalry between the United States 
and China. This chapter reviews current efforts in that 


1 Already in the 1980s some Latin American academics were interested in 
how the region could strengthen its relations with ASEAN, especially in the 
economic sphere. See Orrego (1982), Orrego and Reutter (1983), Wilhelmy 
and Gutierrez (1992) and Wilhelmy (1994). 
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direction and offers some ideas on the content of a possible agenda going 
forward, with a focus on the economic sphere. 

The remainder of this chapter is organized as follows. Section 2 briefly 
characterizes both regions in demographic and economic terms and exam- 
ines their institutional arrangements for economic integration. Section 3 
provides an overview of their trade and foreign investment links. Section 4 
reviews existing initiatives for dialogue and cooperation and proposes some 
lines of work going forward. Section 5 concludes. 


Il. TWO REGIONS IN PERSPECTIVE 

Latin America and the Caribbean (henceforth LAC) and ASEAN have a sim- 
ilar demographic size, as each one accounts for just over 8% of the world’s 
population. However, LAC is much less densely populated, as its land area 
is 4.5 times that of ASEAN (see table 1). In terms of economic size, LAC’s 
Gross Domestic Product (GDP) in 2018 was 84% higher than that of ASE- 
AN (measured in current dollars), and its per capita GDP was 89% higher. 
This reflects the fact that the three most populous ASEAN countries (Indo- 
nesia, the Philippines and Vietnam), which in 2018 represented 72% of the 
bloc’s population, had in that year a per capita GDP of less than $4,000 (in 
Indonesia and the Philippines) and lower than $3,000 (in Vietnam). In addi- 
tion, three ASEAN members (Cambodia, Lao People’s Democratic Republic 
and Myanmar) belong to the group of least developed countries (LDCs). In 
contrast, three of the four most populous LAC countries (Brazil, Mexico, 
and Argentina) have a GDP per capita above the regional average, and only 
one country (Haiti) is classified as an LDC. 


TABLE 1. LATIN AMERICA AND THE CARIBBEAN (LAC) AND ASEAN: SELECTED DEMOGRAPHIC, 
GEOGRAPHIC AND ECONOMIC VARIABLES, 2019 OR LATEST AVAILABLE YEAR 


a a 
Land area (Millions of square kilometers) 
GDP, 2018 (Trillions of current dollars) 
FDI stock, 2019 (Trillions of current dollars) 2.26° 
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SOURCE: Created by the author based on information from UNCTAD (UNCTADSTAT database and World 
Investment Report 2020), International Monetary Fund (World Economic Outlook database, October 2019), 
ASEAN 2019 and ECLAC 2019a. 

A Excluding the Caribbean. 

® Simple average of all ASEAN members except Singapore. 

© Excluding the financial centers of the Caribbean. 

Corresponds to the sum of goods exports and imports divided by GDP. 

Although the ASEAN economy is smaller than that of LAC, it has been 
closing that gap since it grew 2.7 times as fast in the last decade. ASEAN has 
also a greater stock of foreign direct investment (FDI) and a higher share of 
world merchandise trade. In fact, ASEAN is a much more trade-dependent 
region: in 2018, its openness ratio was close to 100% of GDP, more than 
doubling that of LAC. Its members also show greater trade interdependence 
than LAC countries, as reflected in their greater weight of intra-group trade 
in total trade. 

One key difference between ASEAN and LAC is that the former not only 
embodies a geographically delimited region, but is also a grouping with com- 
mon rules, procedures and institutions applicable -at least in principle- to all 
its members. By contrast, the concept of Latin America is much looser. It is 
often understood to encompass the countries of South America and Central 
America, plus Cuba, the Dominican Republic, Haiti, and Mexico. Nineteen 
of those 20 countries were Spanish or -in the case of Brazil- Portuguese col- 
onies for over three centuries’. Consequently, their populations speak Span- 
ish or Portuguese, two mutually intelligible Latin languages*. For the same 
reason, Latin American countries also share numerous political, cultural, 
ethnic, and religious features. The boundaries of Latin America do not al- 
ways coincide with those commonly used in geography. The main example is 
Mexico, Latin America’s second most populous country (and the world’s 
largest Spanish-speaking country) but which is regularly considered a part of 
North America along with Canada and the United States. 

Owing in part to the vast size of Latin America, as well as historic reasons 
and cultural affinities, the regional economic integration initiatives that 
started to form in the 1960s quickly adopted a sub-regional nature. Although 
there have been some attempts to form a Latin American single market, they 
have not succeeded. Currently the regional space is fragmented in four main 
economic integration blocs, which differ in terms of their size, goals, gover- 
nance, achievements, and underlying philosophies (see table 2). Thus, un- 
like South East Asian countries with ASEAN, there is no single forum where 


2 Haiti, which shares the island of La Hispaniola with the Dominican Republic, was a French colony. The 


anglophone countries of the Caribbean conform a separate, distinct category, which will not be covered here. 


3 The main tongue spoken in Haiti is Creole, a mix of French and languages brought by African slaves. 


Several pre-Hispanic languages are also in common use today across Latin America. 
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their own regional economic integration process or relations with the rest of 
the world*. 


TABLE 2. MAIN LATIN AMERICAN ECONOMIC INTEGRATION BLOCS 


Central 
American 
Common 
Market 


Andean 
Community 


Common 
Market of the 
South 
(MERCOS- 
UR) 


Pacific 
Alliance 


JOINT GDP, POPULA- 


TION, 2018 


TRILLION) (MILLIONS) 


Costa Rica, El 
Salvador, 
Guatemala, 
Honduras, 
Nicaragua, and 
Panama 


Bolivia (P. S.) 
Colombia, 
Ecuador, and 
Peru“ 


Argentina, Brazil, 
Paraguay, 
Uruguay, and 
Venezuela (B.R.)8 


Chile, Colombia, 
Mexico, and 
Peru 


TYPE OF 
ECONOMIC 
INTEGRA- 
TION 
ACHIEVED 


PERMANENT 
SECRETARIAT 


Customs 
union with 
elements of a 
common 
market 


Incomplete 
customs union 
with elements. 
of a common 
market 


Incomplete 
customs union 
with elements 
of a common 
market 


Free trade 
area with 
elements of a 
common 


market 


SOURCE: Created by the author based on information from UNCTADSTAT database and the different blocs’ 
websites. 

4 Colombia and Peru are members of both the Andean Community and the Pacific Alliance. 

8 Venezuela was a member of the Andean Community between 1973 and 2006. It joined MERCOSUR in 


2012 but its membership has been suspended since 2017 on both economic and political grounds. 


The Pacific Alliance (PA), the newest among Latin America’s economic 
integration blocs, stands out because of its sui generis nature (Herreros, 
2016). Firstly, it is Latin America’s only integration mechanism that explicit- 
ly includes among its goals strengthening links with another region (the 
Asia-Pacific). Secondly, it aims to create a “deep integration area” while 
avoiding the goal of creating a customs union. It thus departs from the tra- 
ditional notion, pursued elsewhere in the region, according to which deeper 
forms of integration are usually preceded -or implemented in parallel with- 
the adoption of a common external tariff and a common trade policy towards 
non-members. Thirdly, its membership does not correspond to any discern- 
ible region (aside from its four members sharing coasts on the Pacific Ocean). 


4 The Community of Latin American and Caribbean States (CELAC), was created in 2010 with a view to 
serving as a forum for regional (mostly political) coordination. However, in practice it has not delivered 


on that goal due to national differences. 
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Because of its explicit Asian focus, the PA should play a leading role in bridg- 
ing Latin America and ASEAN, as discussed in section 4. 

Same as Latin America’s early economic integration initiatives, ASEAN 
was born in the 1960s. However, unlike its Latin American counterparts, 
ASEAN’‘s main goals in its early decades were ensuring peace and security in 
a region rife with conflict (Menon and Lee, 2019). Intraregional trade liber- 
alization only began in earnest in 1992 with the signing of the ASEAN Free 
Trade Area (AFTA), which required the then six member states* to lower 
tariffs to trade in goods with each other over a 15-year period (Elms, 2020). 
Several milestones have followed, with the adoption of an agreement on 
trade in services in 1995 and one on foreign investment in 1998. 

In 2003 ASEAN members set themselves the goal of establishing the 
ASEAN Economic Community (AEC) by 2020, and in 2007 they decided to 
bring forward that deadline to 2015. According to the ASEAN Secretariat, 
“The AEC is the realisation of the region’s end goal of economic integration. It 
envisions ASEAN as a single market and production base, a highly competitive 
region, with equitable economic development, and fully integrated into the 
global economy. Once AEC is realised, ASEAN will be characterized by free 
movement of goods, services, and investments as well as freer flow of capital 
and skills.” 

Despite significant progress in the elimination of tariffs (ASEAN had 
eliminated 98.6% of import duties on intra-ASEAN trade by 2019)’, mem- 
bers did not meet many of the AEC commitments on non-tariff barriers, 
services and other areas (Elms, 2020). In 2015 they adopted the AEC Blue- 
print 2025 with the goal of implementing pending commitments from the 
2015 Blueprint. However, progress remains uneven across ASEAN member 
states, owing largely to their widely different development levels and imple- 
menting capacities. 

In terms of the classical hierarchy of economic integration types, ASEAN 
can be considered a free trade area in goods with some elements of a com- 
mon market. There is no common external tariff and members are free to 
negotiate individually trade agreements with third parties. Progress towards 
implementation of the AEC could accelerate as a result of commitments 
made by ASEAN members in the context of the Regional Comprehensive 
Economic Partnership (RCEP). This is a plurilateral trade and investment 
agreement negotiated between 2012 and 2019 by all ASEAN members and 


5 Brunei Darussalam, Indonesia, Malaysia, The Philippines, Singapore, and Thailand. 


6 See http://investasean.asean.org/index.php/page/view/asean-economic-community/view/670/news- 
id/755/about-aec.html. 


7 See ASEAN Economic Ministers’ Joint Statement, September 6, 2019: https:/Avww.asean2019.go.th/en/ 


news/the-5 I st-asean-economic-ministers-aem-meeting/. 
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six other Asia-Pacific countries (Australia, China, India, Japan, New Zea- 
land, and the Republic of Korea). The RCEP was signed on 15 November 
2020 by 15 of the 16 participating countries (India eventually did not join 
the agreement, although the possibility of its later accession remains open). 


Ill. TRADE AND FOREIGN INVESTMENT LINKS 

Despite substantial improvements in transport and communications tech- 
nology over the last four decades, distance remains a formidable barrier to 
economic exchanges between LAC and ASEAN: 16,600 kilometers separate 
Mexico City from Singapore®. Trade is a case in point. Two-way merchan- 
dise trade grew 8.5-fold between 2000 and 2018, from $9.3 billion to $78.7 
billion, with a steady -and growing- deficit for the LAC region (see figure 1). 


FIGURE 1. LATIN AMERICA AND THE CARIBBEAN: MERCHANDISE TRADE WITH ASEAN, 2000-2018 
(BILLIONS OF DOLLARS) 
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SOURCE: Created by the author based on information from the UN COMTRADE database. 


Despite the expansion of trade in absolute terms since 2000, trade inter- 
dependence has only grown modestly, and from very low initial levels. The 
share of ASEAN in total LAC merchandise trade grew from 0.8% of exports 
and 1.8% of imports in 2000 to 2.3% of exports and 4.9% of imports in 2018. 
In the case of ASEAN, the share of LAC in total merchandise trade has 
grown even less, from 1.6% of exports and 0.9% of imports in 2000 to 2.4% 
of exports and 1.9% of imports in 2018 (see figure 2). 


8 See Distance Calculator, www.distancecalculator.net. 
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FIGURE 2. LATIN AMERICA AND THE CARIBBEAN (LAC) AND ASEAN: 
RECIPROCAL SHARES IN TOTAL MERCHANDISE TRADE, 2000-2018 


(PERCENTAGES) 
A. SHARE OF ASEAN IN LAC TOTAL TRADE B. SHARE OF LAC IN ASEAN TOTAL TRADE 
6.0 6.0 
5.0 5.0 
4.0 4.0 
3.0 3.0 —_ 
2.0 2.0 aaa 
1.0 1.0 
0.0 0.0 
SeFranmMrHVLOEADSOAHANAMAMNHON © SenmrrTnNnve lr aanornwntnwor ow 
Seeoeecoeoe eos st tts traaz Seeeeoeoeee oes ttt trae a 
cseoocoecsooeece i=} ecoocooeoogcecsceocseosooseoeocse 
ANANANANAAANANAAANANAAAAAA ANNAAANAAAANANAANANAAAAA 
Exports  _ Imports Exports = Imports 


SOURCE: Created by the author based on information from the UN COMTRADE database. 


Trade between both regions is mostly of the inter-industry variety, with 
LAC exporting mostly primary commodities and importing mainly manu- 
factures, especially from the electronics industry (see table 3). This pattern 
is similar to that prevailing between LAC and all its main Asian partners 
(China, Japan, and the Republic of Korea). 


TABLE 3 MAIN PRODUCTS TRADED BETWEEN LAC AND ASEAN, 2018 
A. TOP 10 LAC EXPORTS TO ASEAN 


AMOUNT 
EXPORTED (US 
MILLION) 


} 230200 | pike and other solid residues, resulting 
from the extraction of soya-bean oil 


Medium oils and preparations, of 
2 271019 | petroleum or bituminous minerals, not 
containing biodiesel 
ie | 100590 100590 - Maize (excluding seed for 
sowing) 
260111 Non-agglomerated iron ores and 
concentrates 


} 230200 | 


030617 | Frozen shrimps and prawns 1,266 


‘ 890590 Light-vessels, fire-floats, floating cranes 1,248 5.0 
and other vessels 
520100 | Cotton, neither carded nor combed 
270900 Petroleum oils and oils obtained from 28 
bituminous minerals, crude 


ee 
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B. TOP 10 LAC IMPORTS FROM ASEAN 


AMOUNT 
DESCRIPTION IMPORTED SHARE (%) 
(US MILLION) 
854231 Electronic integrated circuits as processors 7,122 13.3 
and controllers 


999999 | Commodities not elsewhere specified 5,441 


7 ; 5 
= Storage units for automatic data-processing 
machines 
Machines for the reception, conversion and 
4 851762 transmission or regeneration of voice, images 1,555 2.9 
or other data 


851770 Parts of telephone sets, telephones for cellular 1,296 5A 
networks or for other wireless networks 


854239 | Electronic integrated circuits 1,124 


Motor cars and other vehicles for the transport 
= of persons, with internal combustion engine of 
2 , . : 
, pes a cylinder capacity > 1.000 cm? but <= 1.500 aia i 
cm? 
Ea 870421 | Motor vehicles for the transport of goods 
852990 Parts suitable for use solely or principally with 
transmission and reception apparatus 
292249 | Amino-acids and their esters; salts thereof 936 : 
eT 


1 
3 
5 
6 


SOURCE: Created by the author based on information fromTrade Map database 
4 Harmonized Commodity Description and Coding System. 

Trade between both regions is highly concentrated in a few LAC coun- 
tries (see figure 3). While Brazil accounts for almost half of total exports, 
Mexico absorbs almost half of total imports. Just three countries were re- 
sponsible for over three quarters of LAC exports to, and imports from, ASE- 
AN in 2018. Trade is more diversified from the ASEAN side, with Vietnam, 
Singapore, Malaysia, and Thailand all showing substantial shares of both 
exports and imports. 


FIGURE 3 STRUCTURE OF LAC-ASEAN MERCHANDISE TRADE BY ORIGIN AND DESTINATION, 2018 


(PERCENTAGES) 
A. LAC EXPORTS BY ORIGIN B. LAC EXPORTS BY DESTINATION 
Peru Rest Philippines 1 Rest 
Colombia, 2 
Chile 3 Tadonesia "q Vietnam 
Venezuela 15 
4 
Ecuador 
Brazil 
México Thailand 
21 Singapore 
Argentina 
Malaysia 
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LATIN AMERICA AND ASEAN: POSSIBLE AVENUES FOR ... 


C. LAC IMPORTS BY ORIGIN D. LAC IMPORTS BY DESTINATION 
Philippines > 1— Rest Ecuador Rest 
Indonesia Peru 
q Colombia 
10 Chile  @Q3 
Singapore 4 
Malaysia Argentina 
Mexico 
Panama 
Vietnam 24 5 
Thailand Brazil 


SOURCE: Created by the author based on information from the UN COMTRADE database. 


Most LAC-ASEAN trade is conducted on a Most Favored Nation (MFN) 
basis since there are few preferential trade agreements (PTAs) in force be- 
tween both regions and they do not cover the main interregional flows. Aver- 
age MFN tariffs are generally lower among ASEAN members, only nearing 
10% in Thailand and Vietnam. By contrast, they approach 14% in Brazil and 
Argentina, the second and fourth most important Latin AmeriGan export mar- 
kets for ASEAN (see figure 4). Moreover, MFN tariffs in those two countries 
can reach 35% for several industrial products exported by ASEAN to LAC. 


FIGURE 4. LAC (SELECTED COUNTRIES) AND ASEAN MEMBERS: AVERAGE MOST FAVORED NATION TARIFF, 2019 
(PERCENTAGES) 


A. LAC B. ASEAN 4 


14 13.8 13.5 13.4 a 


Argentina 
Brazil 
Ecuador 
Mexico 
Chile 
Costa Rica 
Colombia 
Panama 
Peru 
Thailand 
Viet Nam 
Lao P.D.R. 
Indonesia 
Myanmar 
Philippines 
Malaysia 
Brunei Dar. 
Singapore 


Venezuela (B.R.) 


SOURCE: Created by the author based on information from WTO-ITC-UNCTAD, World Tariff Profiles 2020. 


4 No information was available for Cambodia. 


Foreign direct investment (FDI) links between both regions are even less 
developed than trade relations’. Historically the only relevant Asian investor 
9 The analysis of FDI flows and stocks excludes the financial centers of the Caribbean, such as the Cay- 


man Islands and the British Virgin Islands. For tax reasons, these jurisdictions are often used to channel 


investments originating in and going to third countries. 
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in Latin America was Japan, followed more recently by the Republic of Ko- 
rea, India and China. In 2018 no ASEAN country featured among the top 10 
investors in LAC by FDI stock, a list led by the United States and completed 
by six European countries, Canada, Chile, and Japan (UNCTAD 2020, p 
46). The only Latin American country that has an ASEAN member among its 
main sources of FDI in recent years is Uruguay, which between 2015 and 
2017 received FDI inflows from Singapore amounting to US$ 891 million 
(ECLAC 2019, table I.A1.3). 

There is no ranking of FDI stock by origin publicly available for ASEAN. 
However, preliminary data from the ASEAN Secretariat reveal that foreign 
investment from Latin America is minimal. In 2018, FDI inflows from the 
Pacific Alliance and MERCOSUR were US$ 36 million and US$ 99 million, 
respectively (ASEAN Secretariat 2020a and 2020b). Combined, both blocs 
-which include Latin America’s largest foreign investors- accounted for bare- 
ly 0.09% of ASEAN’s total FDI inflow in that year (ASEAN-UNCTAD 2019). 
In the case of Singapore, ASEAN’s main FDI receiver and foreign investor, 
stock data are available. Its FDI stock from LAC by the end of 2018 reached 
19.4 billion Singaporean dollars, equivalent to just 1.1% of its total inward 
FDI stock. In the same year, its FDI stock in LAC reached 18 billion Singa- 
porean dollars, just 2.1% of its total outward FDI stock". 

No PTAs have ever been negotiated between a LAC country or bloc and 
ASEAN as a group, something ASEAN has only done with its Dialogue Part- 
ners from Asia (see section 3 below)'!. Indeed, only a handful of LAC coun- 
tries -all of them with coasts on the Pacific Ocean- have negotiated PTAs 
with ASEAN individual members. Chief among them is Chile, while Singa- 
pore is the most frequent ASEAN partner (see table 4)'?. The closest to a 
plurilateral PTA between both regions is the Comprehensive and Progressive 
Agreement for Trans-Pacific Partnership (CPTPP), signed in March 2018 
and which includes three LAC countries (Chile, Mexico and Peru!*) and 
four ASEAN members (Brunei, Malaysia, Singapore, and Vietnam)'* 


10 See Singapore Department of Statistics, https:/Avww.singstat.gov.sg/find-data/search-by-theme/trade- 
and-investment/foreign-direct-investment/latest-data. 

11 In fact, ASEAN did not fully negotiate as a bloc its so-called “ASEAN+1” PTAs (with Japan, China, the 
Republic of Korea, India, and Australia and New Zealand). While rules commitments in each agree- 
ment apply to all ASEAN members, every member has its own individual schedules for goods, services 


and investment. 


12 The four founding members of MERCOSUR (Argentina, Brazil, Uruguay, and Paraguay) have also been 
conducting FTA negotiations with Singapore since July 2018. 


13 Chile, Mexico, and Peru are also the only LAC countries which are members of the Asia Pacific Econom- 
ic Cooperation forum (APEC). All ASEAN members are APEC members. 


14 At the time of writing, the CPTPP was still not in force for Brunei, Chile, Malaysia, and Peru. 


486 


DR © 2022. Universidad Nacional Aut6noma de México-Instituto de Investigaciones Juridicas 


Esta obra forma parte del acervo de la Biblioteca Juridica Virtual del Instituto de Investigaciones Juridicas de la UNAM 
www. juridicas.unam.mx Libro completo en: 
https://biblio.juridicas.unam.mx/bjv https://tinyurl.com/4y8m6zcc 


TABLE 4. PREFERENTIAL TRADE AGREEMENTS BETWEEN LAC AND ASEAN COUNTRIES AS OF OCTOBER 2020 


DATE OF ENTRY 
LAC COUNTRY ASEAN PARTNER DATE OF SIGNATURE INTO FORCE 


P44 18 July 2005 8 November 2006 
Malaysia 13 November 2010 18 April 2012 
Chile Vietnam 12 November 2011 4 February 2014 
Thailand 4 October 2013 5 November 2015 
Indonesia 14 December 2017 10 August 2019 
CPTPP® 8 March 2018 Not in force 


CPTPP 8 March 2018 30 December 2018 


Singapore 29 May 2008 1 August 2009 
Peru Thailand 17 October 2003 31 December 2011 
CPTPP 8 March 2018 Not in force 


SOURCE: Created by the author based on information from Organization of American States, Foreign Trade 


Information System: www.sice.oas.org. 
4 Trans-Pacific Strategic Economic Partnership Agreement (Brunei, Chile, New Zealand, and Singapore). 


® Comprehensive and Progressive Agreement for Trans-Pacific Partnership. 


Consistent with small two-way FDI flows, there are fewer than 20 bilat- 
eral investment treaties (BITs) in force between countries from both regions, 
and they involve just a few LAC countries (Argentina, Chile, Cuba, Mexico, 
Peru, Uruguay, and Venezuela). Several of these agreements date from the 
1990s, at the heyday of BIT activity worldwide'’. Some interregional PTAs 
-notably those with Singapore- include investment chapters with standards 
equivalent to those of a typical BIT. 


IV. TOWARDS A WORK AGENDA FOR CLOSER RELATIONS 

The main difficulty in trying to envisage a work agenda for closer relations 
between ASEAN and Latin America is that while the former is an interna- 
tional actor in its own right, the latter is not. ASEAN members have agreed 
on a list of 10 Dialogue Partners with which they are interested in forging 
closer economic and political links (a group made up mostly of ASEAN’s 
main Asian partners and global powers’®) and have established a regular di- 
alogue and some form of work agenda with each of them. The centrality of 
ASEAN in the RCEP project, built from its network of “ASEAN+1” PTAs, is 
testimony to its influence as a political actor. Today Latin America is far from 
being able to act in such a concerted fashion in its own regional integration 
process, let alone its relations with the rest of the world. 


15 See UNCTAD, Investment Policy Hub: https://investmentpolicy.unctad.org/international-investment- 


agreements/by-economy. 


16 Australia, Canada, China, the European Union, India, Japan, New Zealand, the Republic of Korea, 
Russia, and the United States. 
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The asymmetry noted above conditions economic and political links be- 
tween both regions going forward. The unavoidable starting point is that no 
Latin American bloc (or country) features among ASEAN‘s Dialogue Part- 
ners, evidencing the region’s secondary position in ASEAN’‘s foreign policy 
strategy. Arguably this reflects not just low economic interdependence and 
Latin America’s inability to act cohesively in the international sphere, but 
also the region’s disappointing growth performance following the end of the 
commodity super cycle of 2003-2013. Even before the outbreak of the 
COVID-19 pandemic, the United Nations Economic Commission for Latin 
America and the Caribbean (ECLAC) noted that in the 2014-2020 period 
the region would record its lowest growth in seven decades'’. With the pan- 
demic, the region’s GDP is now expected to shrink 9.1% in 2020 (ECLAC, 
2020a), the sharpest contraction among all world regions. 

Notwithstanding the above, there are several avenues to deepen relations 
between both regions. They can be classified in three broad categories: 
strengthening trade, investment and cooperation links; seeking coordination 
on global issues of common interest; and learning about each other’s experi- 
ence in building regional integration. Some possibilities within each catego- 
ry are briefly discussed below. 


A. STRENGTHENING TRADE, INVESTMENT AND COOPERATION LINKS 
Since trade and especially foreign investment flows between both regions are 
quite low, there is much room for growth. However, despite increased mutual 
awareness about business opportunities, the much higher economic dyna- 
mism shown by ASEAN and its position as a vibrant manufacturing hub sug- 
gest that interest in expanding economic ties is not equivalent on both sides 
of the Pacific. It is mostly incumbent on Latin American countries and blocs 
to proactively reach out to ASEAN. The region’s two largest blocs, the PA 
and MERCOSUR, have taken some initiatives which are summed up below. 
Within Latin America, the PA has gone furthest in trying to expand eco- 
nomic and cooperation links with ASEAN. Since 2014 both groupings host 
yearly ministerial meetings on the sidelines of the United Nations General 
Assembly (UNGA), and in 2016 they adopted the ASEAN-Pacific Alliance 
Framework for Cooperation!*. This document laid the foundation for coop- 
eration in four priority areas: economic cooperation; education and peo- 
ple-to-people contacts; science, technology and innovation; and (iv) sustain- 
able development. According to the ASEAN Secretariat, “Significant progress 


17 “El periodo 2014-2020 seria el de menor crecimiento para las economias de América Latina y el Caribe 


en las tiltimas siete décadas”, Press communiqué, 12 December 2019: https://www.cepal.org/es/comuni- 


cados/periodo-20 1 4-2020-seria-menor-crecimiento-economias-america-latina-caribe-ultimas-siete. 


18 Available at https://asean.org/storage/20 1 2/05/ASEAN-PA-Framework-for-Cooperation_FINAL.pdf 
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has been made in the implementation of the ASEAN-Pacific Alliance Work 
Plan (2017-2020), which lists down the activities to implement the ASE- 
AN-Pacific Alliance Framework for Cooperation, with 7 out of 12 action lines 
being addressed since its adoption in 2017” (ASEAN Secretariat, 2020a). 
However, no information could be found on the content of the Work Plan or 
its level of implementation. 

At their latest ministerial meeting, held in September 2019, the members of 
the PA and ASEAN underscored the importance of expanding cooperation to 
new areas of mutual interest, including several topics related to environmental 
sustainability: smart cities, disaster management, renewable energy, climate 
change, and combating plastic debris. The list also included trade facilitation, 
digital economy, and connectivity. To implement cooperation in these topics, 
Ministers tasked officials to look into the development of a new Work Plan'’. 

Four ASEAN members (Indonesia, the Philippines, Singapore and Thai- 
land) are among the PA’s 59 observer states”, and Singapore is a candidate 
to become an associate member. In that capacity, since 2017 it participates 
in negotiations towards a plurilateral free trade agreement with the PA. 
These negotiations include Australia, Canada and New Zealand as well, 
which are also candidates to associate member status. 

PA members regularly carry out joint activities in ASEAN countries to 
promote the bloc’s trade, investment and tourism opportunities. Moreover, 
two PA members (Chile and Peru) concentrate most PTAs between Latin 
America and ASEAN, and Chile has even stated its interest in joining the 
ASEAN-Australia-New Zealand Free Trade Agreement (AANZFTA)?!. If suc- 
cessful in that effort, it would be ASEAN’s first PTA as bloc with a partner 
from outside the Asia-Pacific. 

At the time of writing no indications exist of interest within ASEAN in 
launching trade negotiations as a bloc with the PA (or any other Latin Amer- 
ican partner). In the coming years, implementation of the RCEP and the 
AEC Blueprint 2025 is likely to absorb most of ASEAN’s attention and re- 
sources in this area. However, an indirect -although partial- route to a pluri- 
lateral trade agreement between the PA and ASEAN could result from grad- 
ual expansion in the membership of the CPTPP. At present, four ASEAN 
members and three PA members are CPTPP signatories, although not of all 
of them have ratified it. 


19 See Co-Chairs’ Press Release: 6th ASEAN-Pacific Alliance Ministerial Meeting, 30 September 2019: 


https://www.subrei.gob.cl/2019/09/6th-asean-pacific-alliance-ministerial-meeting/. 
20 See Pacific Alliance’s website: https://alianzapacifico.net/en/observant-countries/. 


21 This was announced by Chile’s Vice Minister of Trade, Rodrigo Yanez, at a forum hosted by the Univer- 
sity of Chile on 30 July 2020, see (in Spanish): http://www.iei.uchile.cl/videos/1-sesion-ciclo-de-confer- 


encias-en-politica-comercial.html. 
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MERCOSUR’ institutional relations with ASEAN date back earlier than 
those of the PA but have had less continuity and achieved less. Ministers from 
both blocs first met officially in November 2008 in Brasilia but did not meet 
again for nine years. Their second meeting took place in September 2017 at 
the margins of the UNGA. On that occasion they proposed to develop an 
ASEAN-MERCOSUR plan of action and explore the possibility of ASE- 
AN-MERCOSUR Secretariat-to-Secretariat cooperation. They also agreed to 
enhance sustainable development cooperation, tourism, connectivity, innova- 
tion and people-to-people links. However, as of April 2020 there had not been 
any follow up actions to those decisions (ASEAN Secretariat, 2020b). 


B. SEEKING COORDINATION ON GLOBAL ISSUES OF COMMON INTEREST 
Latin America and ASEAN are mostly middle-income regions. They are also 
vulnerable to unilateral actions by larger players. Thus, they arguably share 
an interest in upholding multilateralism and international cooperation in 
general. This opens several opportunities for coordination on global affairs. 
Some examples are trade (resisting protectionism, achieving a develop- 
ment-friendly WTO reform), climate change, and financing for implementa- 
tion of the Agenda 2030 for Sustainable Development. On the latter topic, 
both regions should share an interest in avoiding a situation where most of 
their members lose access to official development assistance (i.e. are “grad- 
uated”) due to their income levels. 

Exploring opportunities for more concerted action seems especially nec- 
essary at a time when multilateral cooperation in many areas has been se- 
verely undermined in the last few years. In particular, both Latin America 
and ASEAN have much to lose from an escalation of current tensions be- 
tween the United States and China, and neither should be forced to choose 
between these two key partners (Lee 2020; Fortin, Heine and Ominami, 
2020). Actively promoting consensual, rules-based solutions to global prob- 
lems offers an opportunity for both blocs to avoid being pulled into great 
power competition. 


C. MUTUAL LEARNING ON BUILDING REGIONAL INTEGRATION 

There is much that Latin American countries can learn from Southeast 
Asia’s regional integration process. ASEAN members are more diverse than 
Latin American countries in terms of their languages, cultures, religions, 
colonial histories, development levels and political systems, to name just a 
few dimensions. Moreover, they started their integration efforts under less 
favorable circumstances because most of them had only recently become 
independent states, faced several territorial disputes among themselves and 
were more directly affected by Cold War dynamics. Despite these formida- 
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ble obstacles, they have built a regional integration project which, although 
far from perfect, has delivered concrete political and economic benefits to 
all its members. Acknowledging the vast differences in member states’ cir- 
cumstances and implementing capacities, flexible participation in economic 
integration initiatives (the so-called “ASEAN minus X” formula) has been 
embodied in the 2007 ASEAN Charter”. 

Latin America, starting at about the same time as Southeast Asia, has 
been less successful in building an integrated regional market. Looking at 
the possible explanations exceeds the scope of this chapter. However, the 
region’s vast size and the gravitational pull that the United States (U.S.) 
economy exercises on Mexico, Central America and the Caribbean have 
arguably conspired against closer intraregional economic links. Moreover, 
following the collapse of the Free Trade Are of the Americas (FTAA) project 
in 2005, a split emerged between those Latin American countries that had 
been willing to go along with this U.S.-led initiative and those that resisted 
it (Herreros, 2019). Trade became highly politicized, leaving little room for 
convergence between the region’s different economic integration blocs. 
Thus, while much of intra-regional trade in goods is now duty free, signifi- 
cant barriers remain in areas such as trade in services, investment, technical 
regulations, and government procurement. Intraregional trade, which in 
2008 accounted for 21% of the region’s total merchandise exports, has been 
on a steady downward trend since then and in 2019 represented just 13,9% 
of total exports (ECLAC, 2020b). 

Probably the most important lesson coming out of both region’s different 
trajectories is the importance of having a long-term vision and of pragmatism 
and flexibility to implement it. ASEAN members have been able to leave 
their political differences aside, even integrating former enemies, to build 
over several decades an integrated economic space. This has allowed them to 
reap the benefits of scale offered by a 660 million-strong regional market, to 
become attractive FDI destinations, to achieve rapid economic growth and 
to carve out a niche for themselves in Factory Asia. ASEAN membership has 
particularly helped the group’s least developed members (Cambodia, the 
Lao PDR, Myanmar and especially Vietnam) to integrate into the global 
economy and reduce income gaps with the founding members (Menon and 
Lee 2019), 

In sharp contrast with Southeast Asia, regional economic integration ef- 
forts in Latin America have suffered from diverging political views among 
governments on the nature and goals of integration. This problem has been 
compounded by frequent and swift changes of orientation within countries 


22 See article 21 (Implementation and procedure) at https:/Avww.asean.org/wp-content/uploads/images/ 
archive/21069.pdf. 
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as new governments take office. As a result, the Latin American economic 
space remains highly fragmented. This means that the great potential of- 
fered by a regional market almost as large as ASEAN‘s in terms of popula- 
tion, and almost double it in terms of GDP, remains largely untapped. It 
seems clear that applying some of the long-term vision, pragmatism and flex- 
ibility shown by ASEAN members would greatly reduce obstacles to regional 
integration in Latin America, while acknowledging that the experience of 
one region cannot be mechanically replicated in another. 


V. CONCLUDING REMARKS 

There are significant parallels between ASEAN’s historical evolution and 
that of several Latin American economic integration projects. They share 
an early emphasis on joint industrial projects during the 1970s and 1980s 
against the background of the then prevalent import substitution industri- 
alization strategy. Both regions broke with the past in the early 1990s by fo- 
cusing on liberalization of intraregional trade, partly in response to external 
developments such as the formation of the European Single Market and the 
conclusion of the North American Free Trade Agreement (NAFTA). Howev- 
er, their trajectories diverged in the first two decades of the current century. 
While ASEAN has kept moving (however slowly) towards an integrated re- 
gional market, that has generally not been the case in Latin America. 

ASEAN has not always lived up to the expectations raised by the ambi- 
tious economic integration initiatives it has launched in the last two de- 
cades. The frequent postponement and lack of enforcement of AEC commit- 
ments is a prime example. There exists a tension between ASEAN’s 
ever-expanding agenda and its culture of consensus and absolute deference 
to national sovereignty. However, the possibly excessive flexibility embodied 
in the so-called “ASEAN Way” may have been necessary to ensure a group of 
countries at widely dissimilar development levels move broadly in the same 
direction (although at different speeds). Flexibility in implementing integra- 
tion commitments may become less important -and even an obstacle- as 
ASEAN members’ development levels (and therefore their implementation 
capacities) become less heterogeneous. 

For all its flaws, ASEAN has become an effective actor in the internation- 
al sphere, a goal that has eluded most Latin American economic integration 
initiatives. This is testimony to ASEAN members’ political will to stick to- 
gether despite their considerable differences. The need to look at economic 
integration as a long-term, strategic project that must transcend circumstan- 
tial political differences may well be ASEAN’s most important lesson for 
Latin America. 
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I. INTRODUCTION 

This Chapter aims to understand the current regulatory 
legal framework of the ten country members of South 
East Asian Nations (ASEAN) and their possible ties of 
legal interconnection of regional integration. Since its 
establishment in 1967, ASEAN has grown significant- 
ly in two aspects: its memberships and the nature of 
the Association. Initially, ASEAN state members were 
five sovereign South East Asian countries namely In- 
donesia, Malaysia, Singapore, The Philippines, and 
Thailand. The state members of this Association have 
grown into 10 South East Asian countries so far. They 
are Indonesia, Thailand, Singapore, The Philippines, 
Malaysia, Brunei Darussalam, Viet Nam, Cambodia, 
Laos, and Myanmar. In addition, the nature of ASEAN 
as an organization also shifted from a non-interference 
association into more mature one. In the past, ASEAN 
was considered as cooperation among the five South 
East Asian countries rather than integration through 
law. But ASEAN has grown into an institution with 
rule based rather than relationship-based. This paper 
acknowledges the fact that there is considerable di- 
versity among South East Asian countries including 
ethnicity, language, religion, culture, history and eco- 
nomic development. Considering such diversity, how 
is the most recent development of the regulatory legal 
framework of South East Asian Countries? Is it going 
to be divergence or convergence? It argues that while 
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the regulatory framework among SE Asian countries are significantly differ- 
ences, in certain aspects such as constitutional review and unamendable 
constitutional provision they reflect significant commonalities. Part I exam- 
ines the birth and the development of ASEAN, an association aims to build 
cooperation among diverse societies in South East Asia. Part II describes the 
regulatory legal framework of the ten ASEAN Countries. The description 
includes the constitutional organs, the sources of law and types of legisla- 
tion. Part III analyses the most recent constitutional development in ASEAN 
Countries with special focus on constitutional adjudication and unamend- 


able constitutional provision. The paper will end with conclusion. 


PART |. BUILDING COOPERATION IN DIVERSE SOCIETIES: 
HOW DOES ASEAN GROW? 


While South East Asian countries lies in the same region, they are diverse 
in many respects. The diversity of SE Asian countries is not only reflected 
in their historical legacies, their strategic outlook, and their composition of 
population, the diversity of this region can also be reflected in their ethnic- 
ities, languages, religions, cultures and economic development (Severino, 
2008). For example, most of Indonesians and Malaysians are Malays, while 
Singaporeans are mainly Chinese. Bahasa Indonesia (the national language 
of Indonesia) widely used in Indonesia but this is not the case in Thailand 
where the official language is Thai and the Philippines with Tagalog as its 
national language. With regards to religions, Muslims are dominant in Bru- 
nei, Indonesia and Malaysia, but this is not the case of Thailand where Bud- 
dhism is the majority, and the Philippines where Christians and Catholicism 
are dominant. In terms of economic development, most of South East Asian 
Countries are developing countries but this is not the case of Singapore. 
Singapore with its high GDP considered as a developed country. History also 
tells that most SE Asian countries -except Thailand- have experienced west- 
ern colonialization. For Rodolfo C. Severino (2008), this situation reflected 


an “unpromising circumstances”. 


The colonialism in SE Asia Countries had significant impact toward the 
form of states, the governmental systems, constitutions and politics of the 
respected SE Asian countries. Some SE Asian countries such as Indonesia, 
Singapore and the Philippines are republic, but there are also monarchies 
(Thailand, Malaysia, Cambodia and Brunei) and socialist arrangement (Viet- 
nam and Lao PDR). The presidential systems as well as parliamentary sys- 
tems are also practiced in this region. For instance, Indonesia and the Phil- 
ippines adopt presidential system while Thailand and Singapore implement 


parliamentary system. 
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While it is true that South East Asian countries are so diverse, there is a 
common sense among them to foster close cooperation particularly in eco- 
nomics and politics (Severino, 2008). This is because they are in the same 
region and building close cooperation with neighboring countries will help 
them to advance their economy and increase their bargaining power inter- 
nationally. Such cooperation, however, must consider the diversity of South 
East Asian Countries. This is important to maintain the stability and good 
relationship among them. This raises a question what kind of cooperation 
is appropriate for South East Asian Countries: cooperation with less for- 
mality and less legally binding instrument or with formal and legally bind- 
ing instrument? 

The above-mentioned approaches often label as the western model and 
the Asian model (Tripathi, 2015). Western model considers the institutional- 
ization of regional organizations is not merely a forum of discussion, more 
than that it is an organization with clear mandates and organizational struc- 
ture. Its decisions are also binding for its members (Tripathi, 2015). The 
above characteristics are important to ensure the effectiveness in reaching 
consensus and in implementing its programs. Enforcement of organizational 
structure and binding agreement are regarded as important factors in estab- 
lishing regional organizations. 

Asian model believes that consensus to achieve agreement is an important 
factor in establishing regional institutions. This model emphasizes an ‘infor- 
mal, spontaneous, and consensus-oriented approach’(Suryadinata, 2005). 
This model is suitable for regions with huge diversity because it is also more 
tolerant, negotiable in reaching decision and implementing policy. As a result, 
it may reduce the possibility of conflict. The fact that there is a great diversity 
among South East Asian countries is certainly one of the reasons why the 
governments of South East Asian Countries establish a form of regional co- 
operation which has informal, flexible in nature such as ASEAN. Three main 
features of ASEAN are (1) Principle of non-interference (2) Principle of In- 
formality and (3) No legally binding decision (Severino, 2008). The adoption 
of non-interference principle can be found in numerous documents such as: 
the 1967 Bangkok Declaration which states that the Association is based on 
“the spirit of equality and partnership” (The 1967 Bangkok Declaration). The 
1971 Declaration on the Zone of Peace, Freedom and Neutrality determines 
“every state has the right to lead its national existence free from outside inter- 
ference.” The 1976 ASEAN Concord and the Treaty of Amity and Coopera- 
tion: no states shall interfere in the internal affairs of one another. 

The informality of ASEN can be seen in its organizational structure. In its 
early start, ASEAN did not have permanent secretariat. It has very simple 
bureaucratic apparatus. In addition, ASEAN does not have multilateral 
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mechanism rather it prefers to have dialogue forum like ASEAN Regional 
Forum. The adoption of these two principles clearly reflects the cautious 
approach of the member states of ASEAN in building their relationship. It 
may prevent confrontation and the development of intra associational groups 


or factions. 


No legally binding decision is preferable because it provides flexibility in 
discussing sensitive issues without disrupting ASEAN harmony. This “ASE- 
AN Way” proved to be effective in maintaining the peace among ASEAN 
members and can accommodate the diversity of ASEAN in its early starts 
(Manalo and Wong, 2009). With more challenging circumstances, such as 
issues on human rights and environmental issues, ASEAN transforms its 
organizational structure into a more mature organization(Manalo and 


Wong, 2009). 


Since the 1980, some Southeast Asian Countries conducted constitution- 
al reform. They introduced new constitutions or revise the existing constitu- 
tions. The result was most of the updated constitutions transformed into 
modern constitutions. The updated constitutions adopt important features 
of constitutionalism such as human rights, rule of law and separation of 
powers. In the late 2000s, with significant the pressure from civil society and 
some ASEAN leaders, ASEAN committed to establish a new body with the 
mandate to monitor human rights. ASEAN also establish ASEAN Economic 
Community. The organization grew significantly in trade, economic and se- 
curity integration. The constitutional development and the pressure from 
civil society arguably played important roles in the introduction of ASEAN 
Charter in 2008. With the new Charter, ASEAN now is growing into a more 


mature association. 


PART II. BRANCHES OF GOVERNMENTS AND SOURCES OF LAW 


OF SOUTH EAST ASIAN COUNTRIES 


Part II analyses the legal framework of all ten South East Asian Countries 
namely: Thailand, Cambodia, Malaysia, Brunei Darussalam, Indonesia, Sin- 
gapore, Viet Nam, Laos, Myanmar (Burma) and the Philippines. The anal- 
ysis includes the constitutional organs, sources of law and types of legisla- 
tion. This Part is arguing that while the constitutional arrangement of each 
ASEAN country is unique, the ten ASEAN countries share similar features 
in some respects. They can be loosely classified into three main systems 
i.e. liberal democracy, constitutional monarchy and socialist countries. First, 
Indonesia, the Philippines and Singapore to a certain degree represent lib- 
eral democracy. They are all ruled by an authority based general election on 
regular basis and not based on blood line or hereditary. Such mechanism in- 
vites active public participation in determining the national leader. Second, 


500 


DR © 2022. Universidad Nacional Aut6noma de México-Instituto de Investigaciones Juridicas 


Esta obra forma parte del acervo de la Biblioteca Juridica Virtual del Instituto de Investigaciones Juridicas de la UNAM 
www. juridicas.unam.mx Libro completo en: 
https://biblio.juridicas.unam.mx/bjv https://tinyurl.com/4y8m6zcc 


Thailand, Cambodia, Malaysia and Brunei constitutional systems reflect the 
adoption of constitutional monarchy. These four countries are ruled by King, 
Sultan or Prince based on hereditary and not based on election. The word 
“constitutional” means that the monarch’s powers are limited by the Con- 
stitution. The third group is Vietnam, Myanmar and Lao PDR which are 
representing socialist countries. The party system in these three countries 
based on single party system (state party). Thus, party has significant roles 
in governing the country. The analysis below will elaborate the above-men- 
tioned category. 


THE CONSTITUTIONAL MONARCHY: THAILAND, CAMBODIA, 
BRUNEI DARUSSALAM, AND MALAYSIA 

THAILAND 

Kingdom of Thailand is the only country in South East Asia which never 
experienced Western colonialization. Thailand is often considered as a civil 
law country as its primary legal sources are statutes passed by the legislature 
and various government agencies. In practice, when a dispute arises, the 
disputing parties will bring the case before the court. Judges will decide the 
case based on an interpretation of statutory provision. The court decision 
will not bind the lower courts when they decide similar cases in the future. 
In other words, the court interpretation will not act as the binding precedent 
or stare decisis. However, the Supreme Court decisions often used by the 
lower court, as persuasive authority, in deciding cases. This practice some- 
how reflects the civil law system with the common law tradition influence. 

Under Thai Constitution, the King is the head of the State (Menzel and 
Hill, 2009). The head of the government is the Prime Minister (Menzel and 
Hill, 2009). The dual authorities in these two different bodies reflects the 
adoption of parliamentary system. The Prime Minister and its cabinets are 
responsible for the administration of state affairs and establishing govern- 
ment policies. Prior to 2017, the Prime Minister was appointed and ap- 
proved by the House of Representatives. But the 2017 Constitution stipu- 
lates that the Prime Minister is appointed by the King (Section 81 of 
Constitution of the Kingdom of Thailand). The King possesses considerable 
authority such as issuing emergency decree but such emergency decrees 
must be submitted to the National Assembly for further consideration (Arti- 
cle 172 of Constitution of the Kingdom of Thailand). 

Thailand has four types of Courts: The Constitutional Court, the Court of 
Justice, the Administrative Courts and the Military Courts. The Constitution- 
al Court determines whether the provisions of law and regulations are consis- 
tent with the Constitution. The Court of Justice adjudicate all cases except 
where otherwise specified by the Constitution or other laws. It consists of 
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Courts of First Instance, Court of Appeal and the Supreme Court of Justice. 
The Administrative Courts have jurisdiction to adjudicate cases between a 
government entity or official and a private individual or another government 
entity or official. Military Courts are authorized to adjudicate criminal cases 
against individual subjects to the jurisdiction of the Military Courts. 

The Thai Constitution also introduces independent constitutional organs 
such as the election commission, the Ombudsmen, the National Counter 
Corruption Commission and the State Audit Commission (Chapter XII Part 
2, 3, 4). The Constitution also stipulate additional constitutional organs 
such as Public Prosecutors, the National Human Rights Commission and 
the National Economic and Social Council (Chapter XII Part 5 and 6). The 
independency of the constitutional organs mentioned-above is provided by 
laws. Besides the constitutional arrangement above-mentioned, Thailand 
has numerous sources of law. These include: 

1. The Constitution. Thai Constitution explains the basic structure of the goy- 

ernment such as the powers of the King, the National Assembly, the Council 
of Ministers, the Courts and Constitutional organs. In addition, the Consti- 
tution also stipulates the rights, liberties and duties of the peoples and men- 
tions directive principles of fundamental state policies focusing on national 
security, social and cultural affairs, foreign affairs, the economy and the 
environment. The Constitution may be amended by vote of more than one- 
half of the members of the National Assembly, with the approval of the King, 
or if the King shall not approve the amendment, give a vote of not less than 
two thirds of the members of the National Assembly. Amending the form of 
government is constitutionally prohibited. 

2. Codified Laws Acts, Treaties and Administration of Laws. There are four 
fundamental laws as reflected in the four different codes: The Civil and 
Commercial Code, the Penal Code, the Civil Procedure Code and the 
Criminal Procedure Code. Apart from the four Codes mentioned above, 
there are many social and economic aspects regulated in acts. These acts 
are adopted by the National Assembly, either with the approval of the King 
or, in the event that the King does not approve a bill, with the approval of at 
least two thirds of the members of the national assembly. The updated Con- 
stitution stipulates the King may enter into treaties with other countries 
and international organizations. However, treaties that change the territo- 
ries over which the King of Thailand has sovereignty or jurisdiction require 
the enactment of an Act for their implementation. Other material treaties 
must be approved by the National Assembly. 

3. International Treaties. International treaties are entered into by the Ministry of 
Foreign Affairs. and then incorporated into Thailand domestic law by parlia- 


mentary approval and signed by the King (Section 178 Of Thai Constitution). 
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4. Judicial decisions. Unlike in common law tradition where the court deci- 
sions are binding for lower courts, Thailand is a civil law country therefore 
court decisions are not binding for the lower courts but it may be persuasive 
for the lower courts. In addition to the above-mentioned legislation, there 
are several important areas of Thai Law such as Family law,’ land law? intel- 


lectual property law (Barizah, 2017), employment law and criminal law. 


CAMBODIA 

Similar to Thailand, Cambodia’s legal system is primarily based on the 
French civil law tradition. However, Cambodia also a socialist country. Un- 
der the 1993 Constitution, Cambodia is a constitutional monarchy with 
Prince as its head of state (Art. 7 of the 1993 Coambodia Constitution). 
The head of government is an elected Prime Minister (Art. 118). Legisla- 
tive power is vested in a bicameral parliament (Art. 116), while the judicial 
power is in the hand of Supreme Court and its lower courts (Art. 128). 
The 1993 Constitution provides separation of powers between executive, 
legislative and judiciary. It also contains citizens fundamental rights such as 
the right to life, the right of peaceful protest, the right of legal ownership 
and the right to freedom of expression and association (Chapter III). The 
Constitution also places responsibility to the State to respect the right of 
children and prohibits all forms of discrimination against women. Capital 
punishment is prohibited. 


CAMBODIA'S THREE BRANCHES OF GOVERNMENT 
The Executive. Cambodia adopts parliamentary executive government in 
which the executive is formed by party that acquires the greatest number 
of seats in the National Assembly at national elections. The Prime minister 
is appointed by the King on the recommendation of the President and Vice 
President of the National Assembly. The Prime Minister has the right to ap- 
point a Council of Ministers. 

The Legislative. Cambodia implements bicameral system. The Parliament 
consist of The National Assembly (with 123 members and serve five-year 
terms of office) and the Senate (with 62 members and six-year terms). 


1 Thai family law such as parental rights, paternity and divorce is stipulated in Thailand Civil and Com- 
mercial Code. Generally, assets acquired during a marriage are presumed to be marital assets shared 
equally by both spouses. However, Thai Marriage Law allows spouses either to enter or opt-out prenup- 
tial agreement. Thai Surrogacy Act allows commercial surrogacy with certain ethical standards. Thai 
Child Abduction Act allows a parent who has had their child unlawfully taken to another country to 


petition for their child return. Abortion is illegal without medical necessity. 


2 The 1954 Thai Land law was the fundamental legislation systemizing land laws in Thailand. Besides, 


there are provisions in Civil and Commercial Code as well as in rules and regulations of Ministry 
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Judicial Branch (Chapter XI). The judiciary consist of district courts, 
courts of appeal and supreme court. The jurisdiction of district court and 
court of appeal covers their respective provinces and municipalities. Rulings 


ANDY OMARA 


of the Courts of first instance can be appealed on questions. 


Constitutional Council (Chapter XII). This new constitutional body aims 
to guarantee the respect of the constitution, to interpret the Constitution 
and the Law adopted by the National Assembly and definitively reviewed by 
the Senate. In addition, this body also has the right to examine and to decide 
on the dispute of elections of the Members of the National Assembly and the 


elections of the Senators. 


SOURCES OF LAW 


1 


. Royal Decrees. Royal decree is an executive regulation proposed by the Coun- 


cil of Ministers and signed by the King or the acting Head of State. promul- 
gated by the executive branch through its ministers. they are authorized un- 
der a specific Act to set forth the details under the guideline of the Act for 


example Royal Decree to revise the tax rates under the Revenue Code. 


. Sub-Decrees. A sub-decree is an executive regulation usually prepared by 


relevant ministries, adopted by the Council of Ministers and signed by the 


Prime Minister. 


. Proclamations. A proclamation is an executive regulation made at the min- 


isterial level. It is prepared by the relevant ministries and signed by the rel- 


evant minister(s). 


. Decision. A decision is an executive regulation made by the Prime Minister, 


and relevant ministers as referred to Article 150 of the Constitution 


. Emergency Decree. This Decree is enacted by the executive branch. As re- 


flected in its name, this Decree is enacted in an emergency to protect the 
country from imminent harm but subject to subsequent confirmation of the 


Parliament. 


. Administrative Agency orders. Administrative agencies are empowered by 


the legislature to promulgate rules and regulations to carry out government 


functions 


. Cabinet Resolutions. Cabinet Resolution will influence the Government 


Agencies in enforcing or interpreting rules and regulations. However, there 


is no binding effect. 


. International Treaties. International treaties are entered into by the Minis- 


try of Foreign Affairs. and then incorporated into Thailand domestic law by 
parliamentary approval and signed by the King. Cambodia is a party to var- 
ious international treaties and conventions including treaties on human 
rights protection such as ICCPR, ICESCR, CEDAW, CAT and some other 


international treaties. 
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9. Judicial decisions. Unlike in common law tradition where the court deci- 
sions are binding for lower courts, Cambodia is a civil law country there- 
fore court decisions are not binding for the lower courts but it may be 
persuasive for the lower courts. 

10. Bylaw. A bylaw is legal rule approved by Councils at sub-national level. 
Council at sub national level means capital council, provincial councils, 
Municipal Councils, Districts Councils. These Council 

11. Municipal Ordinances. Local government may issue ordinance or local gov- 
ernment laws such as codes for building, health and city planning. 

The 1993 Cambodia Constitution is the highest law of the land. It sets 
human rights, women’s rights and children rights. Custom may affect the 
application of the law. For example, if a contractual provision is not clear, 
it shall be interpreted according to common practices or customs of the 
place where the contract was drafted. The tradition of conciliation remains 
an important part of dispute resolution before being heard by court of first 


instance. 


BRUNEI DARUSSALAM 

Unlike Thailand and Cambodia, Brunei legal system influenced by the En- 
glish Common law. In general, Brunei adopts dual legal systems. In the 
past, Brunei legal system based on customs. The introduction of British res- 
idential system marks the start of the two legal systems: the Islamic legal 
system and the common law system derives from the English legal system. 
The Constitution does not expressly mention the adoption of dual legal sys- 
tems. However, it specifies the official religion and His Majesty the Sultan 
as the Head of the Islamic Religion (Part II Religion nd Adat Istiadat Brunei 
Constitution). The Constitution determines His Majesty is assisted and ad- 
vised by six councils namely the Privy Council, the Religious Council, the 
Council of Ministers, the Adat Istiadat Council, the Legislative Council and 
the Council of Succession (Country Profile 2017-18 Local Government in 
Brunei Darussalam). The Council of Ministers carries out executive mat- 
ters, the Privy Council advises His Majesty on the appointment of people 
to customary ranks, titles, honours and positions ( Section 6 (1) b Brunei 
Darussalam Constitution). The remaining four councils advise other state 
matters. His Majesty may make laws in respect matters related to the Islamic 
Religion with the advice of Religious Council (Section 3 (3) of the Brunei 
Darussalam Constitution. The lawmakers are the Legislative Council and 
His Majesty the Sultan (Section 39 of the Constitution). The sultanate Bru- 
nei is the only country in South East Asia which define itself as a non-sec- 
ular “Islamic state (Section 3(1)). Brunei is an Islamic monarchy governed 
by a Sultan with significant executive powers. The Sultan is prime minister, 
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minister of finance, minister of defense, minister of foreign affairs and trade, 
and head of Islam Section 4(1) (1A) (1B) (2) (3) (5) (6) and (9). There are 
no substantial powers of the legislative. It plays advisory role to the Sultan. 
Brunei identifies its national ideology as Malay Islamic Monarchy (Malay 
Islamic Monarchy) or MIB (Miiller, 2016). This means Brunei shall forever 


be a Malay Islamic Monarchy. 


Brunei Shariah legislation has been based on a dual legal system: the Is- 
lamic religion and customs (Part II Religion and Adat Istiadat). There is no 
local government in Brunei but local administration takes place through the 


four districts and three municipal boards responsible for urban areas. 


MALAYSIA 


I consider Malaysia as constitutional monarchy because it led by King (Yang 
dipertuan Agung). Even though there is a regular election of the Head of 
State of Malaysia, such election is very limited only for the Sultans of the 
nine states. The Federation of Malay gained its independence from British in 
1957. It left greater impact upon the law of the country. The legal system of 
Malaysia was resembled the English legal system which practice parliamen- 
tary system. The Yang di-Pertuan Agong (the King) is the head of the country 
(Part IV of the Malaysia Federal Constitution). The Yang di Pertuan Agong is 
elected by the Conference of Rulers for a five-year term from among the Rul- 
ers of the nine states in the Federation which are ruled by Sultans. The nine 
states are Perlis, Kedah, Perak, Selangor, Negeri Sembilan, Johor, Pahang, 
Terengganu and Kelantan. Apart from the nine states, there are four states 
Melaka, Pulau Pinang, Sabah dan Sarawak headed by the Yang di Pertua 
Negeri or Governor of the State. The Yang di-Pertua Negeri is appointed by 


the Yang di-Pertuan Agong for four-year term. 


Malaysia is a federal country. Malaysia practices separation of powers. 
Legislative power is vested in a bicameral parliament comprises the Dewan 
Negara (Senate) and Dewan Rakyat (House of Representatives) (Chapter 4 
Article 44 Malaysia Constitution). The Dewan Negara has 70 members of 
whom 44 are nominated by the Yang Di-Pertuan Agong (Article 45), and 26 
elected by State Legislative Assemblies. The Dewan Rakyat has 222 mem- 
bers and all are elected (Article 46). The executive is vested with the author- 
ity to govern and administer the law. The Chief of Executive is the Prime 
Minister. The power to govern that is vested in the Yang di-Pertuan Agong is 
exercisable by Cabinet of Ministers headed by the Prime Minister (Article 
43). The Yang di-Pertuan Agong appoints a Cabinet —a council of ministers- 
to advise him the exercise of his functions (Article 43 (2)). The ministers 
hold different portfolios and are collectively responsible for all decisions 
made by the Cabinet which is the highest policy making body in the country 
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(Article 43 (3)). Judicial power consists of Superior Courts and Subordinate 
Courts (Article 121(1). The Superior Court comprises of the Federal Court 
(the highest), the Court of Appeal and two High Courts (Article 121(1). The 
Federal Court of Malaysia is the Supreme Court and highest judicial organ 
in the country, as well as the final court of appeal in Malaysia (Article 121 
(1). The Federal Court reviews decisions referred from the Court of Appeal; 
it has original jurisdiction in constitutional matters and settling disputes be- 
tween states or between the federal government and a state (Article 121 (2)). 
All members of the judiciary are appointed by the Yang di Pertuan Agong 
(Article 122(1A). 

Malaysia legislation comprises of: The Federal Constitution; Constitu- 
tions of each of the 13 States of Malaysia; Federal Acts of Parliament; State 
Enactments and Subsidiary Legislation. The Federal Constitution is the su- 
preme law of the Federation (article 4 (1)). It explains the Malaysia Federal 
arrangement which consists of central government and 13 state govern- 
ments. Power is divided between the federal government and the various 
state governments. Below Federal Constitution there are Acts of Parliament, 
State Enactments and Subsidiary Legislation. The Malaysian common law 
system relies heavily on case law or judicial rulings. International Treaties/ 
Conventions play significant roles in developing citizen constitutional rights. 
The courts upheld freedom of speech and in redressed gender discrimina- 
tion by linking constitutional guarantees to international conventions such 
as UDHR. Islam is the religion of the Federation (Article 3 of Malaysia Con- 
stitution). However, the Malaysian legal system to a certain extent secular as 
explained by Supreme Court in the case of Che Omar bin Soh v Public Pros- 
ecutor the religion of Islam became separated into two separate aspects, the 
public aspect and the private aspect. The role of Islam was limited only to 
the private aspect the personal law of Muslim such as marriage, divorce, 
inheritance, maintenance, and the like (Rahman, 2019). 

Sources of Law in Malaysia are divided into two written sources and un- 
written sources. The written sources mean sources of law which formally 
enacted into legislation or subsidiary legislation. The written sources at fed- 
eral level are: 

1, Federal Constitution 
. Federal statutes or Acts of Parliament by elected parliament. 

. Emergency Ordinances by the Yang di-Pertuan Agong 
. Federal subsidiary legislation 


. British Law in case there is no local legislation 


nu BW ND 


. Pre-Independence laws 
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The written sources at state level are: 
1. The 13 State Constitutions; 

2. State Enactments 

3. State subsidiary legislation /by-law 
4. British statutes 


Unwritten sources 
1. British common law and equity 


2. Judicial precedents of superior courts 


Unwritten non-legal sources: 

. The principles of the Syariah 

. Customary law 

. Native practice 

. Chinese and Hindu customs 

. Conventions of the Constitution 


. International law 


NO Vv BW DYN 


. Quasi legislation. 


LIBERAL DEMOCRACY: INDONESIA, THE PHILIPPINES, 
AND SINGAPORE 
INDONESIA 


Since the beginning, Indonesia declares itself as republic. Indonesia gained 
its independence in 1945 after over three centuries under the Dutch colo- 
nial government. It is not surprising if the Indonesia legal system resembles 
the Dutch civil law system. Until today, some of the Dutch codes such as 
civil code, commercial code and criminal code are still adopted by Indo- 
nesia. Indonesia’s first Constitution was drafted during revolutionary era 
in 1945. It contained Preamble, 37 Articles and Elucidation. Since then 
there has been four different constitutions adopted by Indonesia: the 1945 
Constitution (1945-49); the 1949 Federal Constitution (1949-50); the 1950 
Provisional Constitution (1950-1959); the reinstatement of the 1945 Con- 


stitution (1959-1999), 


The 1998 financial crisis changed the political landscape in Indonesia. 
The New Order government under President Soeharto collapsed and 
changed into Reformasi (reformation). This new era was marked by amend- 
ing the 1945 Constitution. The constitutional amendments were conducted 


in four consecutive year in 1999 to 2002. 


The new constitution contains significant features of liberal democracy 
such as the introduction of new constitutional bodies; the elaboration of 
human rights provisions and the introduction of direct elections for president 
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and vice president. In practice Indonesia had held free and fair direct elec- 
tion since 1999. President and vice president were directly elected by the 
people. With regard to human rights protection, Indonesia has its national 
human rights monitoring, the human rights court and the constitutional 
court where people can challenge government policy if it allegedly violates 
citizen’s constitutional rights. 

Post 1999-2002 constitutional amendments also marked by the establish- 
ment of state auxiliary bodies such as the National Human Rights Monitor- 
ing (the Komnas HAM), Anti-Corruption Commission (the KPK), and Gen- 
eral Election Commission (the KPU). The establishment of these institutions 
was because the work of the existing institutions was unsatisfactory. These 
bodies are expected to enhance the execution of the tasks of the existing in- 
stitutions. As a result, the performance significantly improved. 


THE PHILIPPINES 

The Philippines legal system is mixed systems of customary, religious (Islam- 
ic) law, civil law and common law. Based on 1987 Constitution, the Philip- 
pines was a republic (Section 1). The powers are divided into three different 
branches: the executive, the legislative (Article VI: Legislative Department 
Section 1), and the judiciary. President and Vice President are the executive. 
The president is both head of government and the Commander in Chief of 
all Armed Forces of the Philippines. The President and Vice president are 
directly elected by the people for a term of six years. The President serves 
for one term while the vice president may serve up to two terms. President 
nominates cabinets members subject to the confirmation of the Commis- 
sion on Appointment. They are public officers who are “accountable to the 
people, serve them with utmost responsibility, integrity, loyalty and efficien- 
cy” (Article XI Accountability of Public Officers Section 1 of Philippines 
Constitution of 1987). The legislative power shall be vested in the Congress 
of the Philippines which shall consist of a Senate and a House of Repre- 
sentatives, except to the extent reserved to the people by the provision on 
initiative and referendum (Article VI: Legislative Department Section | of 
Philippines’s Constitution of 1987). Judiciary consists of Supreme Court 
and the lower courts (Court of Appeals and Regional Trial Courts/Shariah 
District Courts (Article VIII Judicial Department Section 1 of Philippines’s 
Constitution of 1987). There are two important sources of law namely stat- 
utes and jurisprudence. Statutory law is defined as written legal documents. 
Statutory law includes constitutions, treaties, legislative statutes, municipal 
charters, municipal legislation, court rules, administrative rules and orders, 
legislative rules and issuance of government agencies. Jurisprudence or case 
law sources of law originated from court rulings. 
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Classification of Legal Sources: 
1. Constitution, 


2. Legislative statutes passed by congress 


3. Decisions of the Supreme Court, appellate courts, lower courts and other 


quasi-judicial agencies, 
. Executive issuances/ Presidential issuances, 
. Ratified international treaties by the Philippines, 


. Ordinances, 


ND vu 


. Rules and regulations of government agencies. 


SINGAPORE 


Singapore was a British colony from the nineteenth century through the mid 
twentieth. Singapore gained increasing internal self-government through the 
1950s. Full self-government arrived in 1963. Singapore is a republic with 
parliamentary system of government based on the Westminster model. The 
three branches of government are the legislature, executive and judiciary. 
The legislature consists of the President and the Parliament of Singapore 
(PartVI: The Legislature Section 38 of Singapore’s Constitution of 1963 with 
Amendment through 2010). The Parliament comprises elected Members of 
Parliament and Nominated Members of Parliament. The Executive is head- 
ed by the President and the Cabinet (Chapter 2 Singapore Constitution). 
The Cabinet is led by the Prime Minister of Singapore and other ministers 
appointed by the President on the advice of the Prime Minister (Section 25). 
Government agencies including the Attorney General also part of the exec- 
utive. The judiciary consists of the Supreme Court and Subordinate Courts 
and the judges appointed to those courts (Section 93). Cabinet Ministers 
are required to be Members of Parliament. There are regular elections for 
citizens to elect their representatives in Parliament (Section 39 (1) a). Singa- 
pore adopts the binding precedents in which the superior courts possess law 
making powers through their rulings. While separation of powers is the main 
feature of the Constitution, there is also a check and balances mechanism 


among these three branches of government. 


With regards to the sources of law, the 2002 Interpretation Act defines 


written law as 


1. Tthe Constitution and all previous Constitution having application to Singapore; 


2. Any Act of Parliament, Ordinances and enactments; 


3. Subsidiary legislation made under such enactments; 


The Constitution is the highest law of Singapore. That said all laws and 
regulations must be consistent with the constitution. This is followed by 
statutes enacted by the Legislature. Next is subsidiary legislation and then 
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the common law rules laid down by judges. International law will be part of 
the Singapore law only if it is incorporated in the domestic law of Singapore 
(Chang and Lee, 2018). or by the court recognition of customary interna- 
tional law as the common law rules. 


SOCIALIST COUNTRIES: LAO, MYANMAR AND VIETNAM 

LAO PEOPLE’S DEMOCRATIC REPUBLIC (LAO PDR) 

Lao PDR is a socialist State (Art. 2 Lao PDR Constitution) under one party 
system. Laos is a civil law country. The primary source of law is legisla- 
tion. President is the head of state and prime ministers and its cabinets 
are the head of government. There are two types of legislation: legislation 
of general application and legislation of specific application. Internation- 
al treaties and agreement that had been ratified as also a source of law. 
In 1991, the Laos Constitution was adopted by the Supreme People’s As- 
sembly. This constitution was amended through constitutional amendments 
through 2015. The Constitution defines, among other things, the political 
regime, the socio-economic regime fundamental rights and obligations of 
citizens, National assembly, The President, the local administration and 
Peoples Court and Public Prosecutor (Lao PDR Constitution of 1991 with 
Amendment through 2003). The Party plays as leading nucleus of the politi- 
cal system and the Laos PDR is defined as a People’s Democratic State (Art. 
3). All organizations function in accordance with the principle of democratic 
centralism. The most important development to emerge from this general 
process of change was establishment of a judiciary and the evolution of a 
body of law. The National Assembly Standing Committee remains the final 
interpreter of the law, rather than the court, and has the power to remove 
judges Evans, 2002). 


THE REPUBLIC OF THE UNION OF MYANMAR 
Myanmar adopted common law tradition inherited the English common law 
in the late nineteenth and early twentieth centuries, when Myanmar was 
part of the British Empire. Myanmar gained its independence on January 4, 
1948. There have been at least three Constitutions in Myanmar. The first 
Constitution from 1947 was part of the road to independence of the Union 
of Burma. The second Constitution was drafted in 1974 during the socialist 
period of the Burmese regime and in 2008 a Constitution was ratified to lead 
Myanmar into a democratic transition process (Lian Sakhong, 2018). Ini- 
tially, Myanmar was a parliamentary democracy. In1974 to 1998, it shifted 
to the regime of the Myanmar Socialist Program Party as a one-party state. 
1993 to 2008 was the period of drafting a new constitution in Myanmar. 
The goal of the updated constitution is ‘flourishing of a genuine, disciplined 
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multiparty democratic system” (Art. 7). The Defence Service is the sole pa- 
triotic defence force and responsible for safeguarding the Constitution (Art. 
20 (f). Also, to enable the Defence Services to participate in the National 
political leadership of the State. Some important features of the new Con- 
stitution are the Defence Services are mostly in the hand of military; This 
can be seen the Defence Services are responsible for appointing a quarter of 
all members of the legislature. A constitutional amendment requires a more 
than 75 per cent majority, the military has a de facto veto on any change 


(Art. 436). 


The legislature consists two chambers Amyotha Hluttaw (House of Na- 
tionalities: 224 seats) and Pyithu Hluttaw (House of Representatives: 440 
seats) (Section 74 a, b). One fourth of all seats in both houses are filled by 
Defence Services personnel based on directly appointment from Defence 


Services. 


The executive branch lead by the president who acts as head of state and 
head of government. The Judicial institution consists of Supreme Court and 
its lower courts, Court-Martial and Constitutional Tribunal of the Union 


(Chapter VI Section 293). 
Source of Law in Myanmar are: 
1. Legislation; 
2. Judicial decisions; 


3. English Common Law; 


4, Customary law dealing with private law such as marriage, divorce, adoption, 


succession, wills, and transfer of property. 


VIET NAM 


The legal system of Vietnam is influenced by four different systems: the 
French civil law system, Soviet communist legal ideology, feudal legal system 
and the legal system in period of integration and globalization. This legal 
system is established under the principle of socialist legality and democratic 
centralism (Art 2 of Vietnam Constitution). These two principles heavily 
influence the character of legislation in Vietnam. While National Assembly 
is in the hand of legislature, the executive plays important in legislation. 
Communist party plays primary roles in all aspects therefore legal system is 
under influences of Party’s policies (Art. 4). Law therefore should be in line 
with Party’s policies. Constitution is the highest legal validity. The Myanmar 
Constitution was ratified by referendum on May 10, 2008 and promulgated 
on May 29, 2008 (AACC, SRD Research, n.d.). It entered into force Jan- 
uary 2011. Court decisions are not defined as laws because it is not legal 
documents. Source of law in Vietnam include The Constitution; Legislation; 
Guidelines on the interpretation of laws; Treaties; Customary Law. Article 2 
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Law on Legislation 2008 determines the primary Sources of Law which in- 
clude the following documents: 

1. Constitution, Laws and resolutions of the National Assembly. 
. Ordinances and resolutions of the Standing Committee of the National Assembly. 
. Orders and decisions of the State President. 
. Decrees of the Government. 


. Decisions of the Prime Minister. 


nu BW WD 


. Resolutions of the Justices’ Council of the People’s Court and circulars of 
the Chief Justice of the Supreme People’s Court. 

7. Circulars of the President of the Supreme People’s Procuracy. 

8. Circulars of Minsters or heads of Ministry-equivalent Agencies. 

9. Decisions of the State Auditor General. 

10. Joint resolutions of the Standing Committee of the National Assembly or 

the Government and central offices of socio-political organizations. 

11. Joint circulars of the Chief Justice of the Supreme People’s Court and the 

President of the Supreme People’s Procuracy; those of Ministers or Heads 

of Ministry-equivalent Agencies. 


12. Legal documents of People’s Councils and People’s Committees 


Apart from Article 2 Law on Legislation 2008, there are other sources of law 
such as international treaties and customary regulations. In Vietnam, only 
international treaties/conventions that is ratified by Vietnam is considered as 
source of law. This means international treaties/conventions are sources of 
law if they are applied directly or indirectly in Vietnam. Customary regula- 
tions will be adopted as a source of law if they are used to deal with specific 
case in reality. The Court system in Vietnam comprises the Supreme People’s 
Court, Provincial People’s Courts and District People’s Courts (Art. 102 (2)). 
Vietnam has six types of courts: Administrative Court, Labor Court, Civil 
Court, Criminal Courts, Economic Courts, and Military Court. 

The above-mentioned analysis has explained the regulatory framework of 
all ten South East Asian countries. It appears that they somewhat adopt dif- 
ferent systems which often linked to their historical background. The Con- 
clusion of this Part will be presented at the end of this paper. The following 
Part will analyze the recent constitutional development with special focus on 
judicial review and unamendable provisions. 


PART Ill. RECENT CONSTITUTIONAL DEVELOPMENT, 
JUDICIAL REVIEW, AND UNMENDABLE PROVISIONS IN 
SOUTHEAST ASIAN COUNTRIES: SOME COMMONALITIES 


How do we understand the constitutional arrangement in SE Asia countries? 
Scholars have attempted to classify types of constitutions based on various 
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categories. Karl Lowenstein classifies the normative, nominal, and semantic 
constitutions depending on whether the constitution is a living constitution, 
not live in practice, or exclusively for the benefits of the power holders (Loe- 
wenstein, 1957).* Giovanni Sartori provides very similar notion with slightly 
different wordings i.e. “garantiste, nominal and fa ade constitutions” (Sar- 
tori, 1962). Albert Chen categories constitutions into: liberal, communist/ 
socialist, and hybrid constitutions (Chen, 2014). For Dressel and Biinte, 
most constitutions in Southeast Asia best described as hybrid constitutions 
(Dressel and Biinte, 2014). 

In general, the Constitutions of SE Asian countries are responsive to 
change.’ In the past, some of the SE Asian countries constitutions were 
somewhat brief and abstract. They did not adequately elaborate the princi- 
ples of constitutionalism such as lack of human rights protection, rule of law 
and separation of powers. Since the 1980s, countries in SE Asia have under- 
gone democratic transition- a transition from authoritarianism to democracy. 
According to Sriprapha Petcharamesree such democratic transition includes: 
“the victory of the People Power Revolution in the Philippines in 1986 which 
led to the fall of the Marcos regime and the rise of democratic governance; 
the adoption of a people’s Constitution in Thailand in 1997 when ordinary 
Thais actively participated in constitutional design; the Reformasi in Indone- 
sia in 1998 where the autocratic government of President Suharto resigned 
and direct presidential elections were introduced; and in Myanmar, the land- 
slide victory of Daw Aung San Suu Kyi’s National League for Democracy 
(NLD) in the elections of November 2015 (Petcharamesree, 2020).” 

They were in the process of building of higher quality constitutional de- 
mocracy. Some countries established new constitutions while others re- 
formed the existing constitutions. The most recent constitutional amend- 
ments of South East Asian countries showed the transformation into more 
liberal constitutions. They inserted some important provisions which reflect 
constitutionalism such as articles on human right,’ constitutional court and 


3 Normative constitution “a living constitution, one that is real and effective and faithfully observed, actu- 
ally governing the dynamics of the power process. Nominal constitution: “not lived in practice because 
socio-economic conditions mitigate against it” Semantic” fully applied and activated, but its ontological 
reality is nothing but formalization of the existing location of political power for the exclusive benefit 
of the actual power holders.” Karl Loewenstein, Political Power and the Government Process (Chicago: 
University of Chicago Press, 1957). 

4 These include the recent Vietnamese constitutional amendment in 2001 and 2013, Indonesia constitu- 
tional reform (1999-2002), Thailand Constitutional amendments (1997), the Philippines constitutional 


amendments (1986) and Cambodia Constitutional amendments. 


5 These include the establishment of National Human Rights Institutions (NHRIs) such as Indonesia's 
Komisi Nasional Hak Asasi Manusia (Komnas HAM), Malaysia’s Suruhanjaya Hak Asasi Manusia (SU- 
HAKAM), the Myanmar National Human Rights Commission (MNHRC), Komisyon sa Karapatang 
Pantao in the Philippines (Philippines Commission on Human Rights, or PCHR), Thailand’s National 
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the unamendable provisions.° This constitutional development shows the 
emergence of constitutionalism in SE Asian Countries. This situation is 
arguably an important factor which lead to the introduction of ASEAN Char- 
ter in 2008. The features of the ASEAN Charter largely reflect some import- 
ant features of SE Asian countries updated Constitutions. This Part will an- 
alyze the recent constitutional development in SE Asian Countries. The 
analysis below focuses on how far SE Asian countries conducted constitu- 
tional reform. Does the constitutional amendment introduce principles of 
liberal democracy? It argues that there is a tendency that the SE Asian coun- 
tries updated constitutions to a certain degree adopt constitutionalism. This 
can be seen for instance the inclusion of constitutional adjudication, human 
rights protection, separation of powers and unamendable provisions in some 
SE Asian Countries updated constitutions. It indicates that majority of SE 
Asian countries have judicial review mechanism. In addition, Indonesia, 
Thailand, Myanmar, Cambodia and Lao expressly contain unamendable ar- 
ticles in their constitutions. Singapore and Malaysia do not explicitly men- 
tion unamendable provisions but they adopt basic structure doctrine. Viet- 
nam Constitution and Brunei Darussalam are not clear about unamendable 
constitutional provisions. 


1. CONSTITUTIONAL REFORM, JUDICIAL REVIEW AND 
UNAMENDABLE PROVISIONS: INDONESIA, THAILAND, 
MYANMAR, CAMBODIA AND LAO PDR 
INDONESIA 
The most recent Indonesia’s constitutional reforms carried out from 1999 
to 2002. It was drafted by People’s Consultative Assembly (the MPR) which 
consisted of People Representative Council (the DPR), Regional Delegates 
(utusan daerah) and functional delegates. (utusan golongan). Based on Arti- 
cles 3 and 37 of the 1945 Constitution, the MPR has the power to amend 
the Constitution. While the MPR composition seems to be representative, 
the amendments process itself was criticized by civil society who were not 
optimally participated. Apart from such criticisms, the drafting process itself 
trigger intense public debate. This is why the updated constitution introduced 
comprehensive change such as the introduction of new state organs (consti- 
tutional court, judicial commission and regional representatives’ council), 
expanded individual and collective rights, decentralization and electoral ar- 
rangement. The Introduction of constitutional court is significant for two 
"Human Rights Commission (TNHRO), and Timor-Leste’s Provedoria dos Direitos Humanos e Justice 
(Provedor for Human Rights and Justice, or PDHJ). 


6 unamendable provisions are provisions in the constitution which prohibit the drafter of the constitution 
to amend such provisions. Normally this provision contains fundamental values or principle of the con- 


stitutions. 
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reasons. First, this Court aims to guard the norm of the Constitution and 
constitutional rights protection. Second, the Court also adjudicates disputes 
regarding general elections or disputes on competence among state organs. It 
also provides legal advice in impeachment motion. The expansion of human 
rights provisions also helps the citizens to defend their constitutional rights 
in case the government violates their constitutional rights. Judicial review 
mechanism also aims to protect the constitution as well as citizens’ rights. 
Another significant change in the updated constitutions is the inclusion of 
unamendable provision which is absent in the old constitution. Article 37 (5) 
stipulates, “provisions relating to the form of the unitary state of the Repub- 
lic of Indonesia may not be amended.” This provision protects both the “uni- 
tary” form of the state and the “republic” as the form of government. This 
provision is important because in 1949 Indonesia experience federal system 
but it did not last long it ended less than one year. In addition, this provision 
also important because after the constitutional amendment, there was a ten- 
dency of disintegration and few discussions on the possibility to adopt federal 
arrangement. This provision is a commitment to maintain the unitary state of 


Indonesia and preventing Indonesia from adopting federalism. 


THAILAND 


Unlike the Indonesia case, Thai constitutional amendment was conducted 
by academics and provincial delegates. The process also invited significant 
public participation and civil society engagement. However, the composition 
of the drafters was questioned. There was also public referendum in this pro- 
cess. Some important issues come up such as the formation of the senate, 
the criteria for member of parliament, human rights and the establishment 
of new Courts. Similar to Indonesia, Thailand has a constitutional court 
which has significant power in judicial review and impeachment process. 
The debates on constitutional reforms have been in place for about twenty 
years. Thailand experiences shows how constitutional amendment invited 
intense discussion and debates not only among the drafters but also signif- 
icant social actors who wanted to be accommodated by the constitution. It 
is likely that constitutional reform still to be a contested topic for Thailand. 
The way the Government manage this important process will likely deter- 


mine how constitutionalism grow in Thailand. 


On significant achievement from Thai constitutional amendment in the 
1997 political reform was the introduction of Constitutional Court. The 
Court serves both judicial and non-judicial functions such as participate in 
the nomination commission and proposing bill to the House of Representa- 
tive concerning his duties. The Court judicial duties include reviewing laws 
and law making, settling disputes, disqualifying public office holders and 
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protecting the constitution and democratic values. In practice, Thai Consti- 
tutional Court expanded its powers which may weakened the concept of rule 
of law. Not only does the Court have the power to review the constitutional- 
ity of statues, the Court also has the power to disqualify politicians and in- 
validate political processes. Several cases have become critical turning points 
in Thai politics. 

The Constitutional amendment also introduce unamendable provisions. 
earlier constitutions did not include any formal unamendability, the 1997 
and further the 2007 Thai Constitutions prohibits “a motion for amendment 
which has the effect of changing the democratic regime of government with 
the King as Head of State or Changing the form of the State (Art. 313 of the 
1997 Constitution and 291 of the 2007 Constitution).” 


MYANMAR 

Myanmar took 17 years to draft a new constitution. The current Constitu- 
tion was adopted on May 29, 2008 (AACC SRD Research, n.d.) the military 
junta in Myanmar initiated a process of political reform under President 
Thein Sein (Biinte and Dosch, 2015). A Constitutional Tribunal of Myan- 
mar was formed modelled the German Constitutional Court (Marti, 2015). 
It established in 2011 (AACC, SRD Research, n.d.) the Tribunal consisted 
of nine members there nominated by each house of the Parliament, and by 
the President (Marti, 2015). the Court had the responsibility for deciding 
disputes related to the allocation of powers as well as interpretation of the 
Constitution. In 2012, the Court was called on to interpret the power of 
parliament against the government. It decided that parliamentary commit- 
tees and commissions were not national bodies (BBC News, 2012). This 
means that they had limited power to summon government ministers for 
questioning. This resulted in the removal of all judges in September 2012 
(BBC News, 2012). the Tribunal itself has been reformed. The Constitution 
provides amendment rules in which some articles may only be amended with 
special parliamentary majority and the consent of the electorate in a refer- 
endum (Section 436 (a) of Myanmar Constitution). Such articles include 
articles on state of emergency and the general principles of the Constitution. 
These provisions seem resembles the basic structure principles. 


CAMBODIA 

The 1993 Cambodia Constitution established Constitutional Council with 
the power to conduct judicial review and to decide electoral disputes (https:// 
www.ccc.gov.kh/whatisccc_en.php). The nature of this Council is a consti- 
tutional and apolitical body. The Constitution separates chapter on Consti- 
tutional Council and judiciary. The Constitutional Council members are not 
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considered judges but are regarded as public officials of the state institution. 
The Council, however, also adjudicate election disputes and has the final say 
on the question of constitutionality and constitutional interpretation (Art. 
322). So far, the Council appears to be the only institution to survive without 
significant interruption in collaboration among state institutions and politi- 
cians. This is because of spirit of the Council to promote peaceful settlement 
of electoral, constitutional and legal disputes. In addition, the 1993 Consti- 
tution also include provision prevent amending or revising the constitution. 
Amendment cannot be done if (1) states is in emergency (Art. 154) (2) if af- 
fecting the liberal multi-party democracy system and constitutional monar- 
chy regime (Art. 155). These two provisions according to Ratana Taing “may 
be an attempt to insure against repeated political regime changes which 
Cambodia had experienced since the first constitution was enacted in 1947 


(Ratana, 2019).” 


LAO PDR 


The 1947 Lao Constitution included an express unamendability clause, “the 
provision relating to the monarchic, unitary and indivisible form of the state, 
the representative character of the regime and the principles of liberty and 
equality guaranteed by the present constitution may not be subject of any 
amendment (Article 33 of the 1947 Lao Constitution).” However, this pro- 
vision is not included in The 1991 Constitution of People’s Democratic Re- 
public which remain the same in The 2015 Constitution of the Lao PDR. 
The Constitution does not have explicit provisions limiting the amendment 
power. National Assembly owns the power both constituent and constitution- 
al amendment (Bui, 2019).’ This tendency is against the global trend. For 
Ngoc Son Bui, the 2015 Constitution “introduced progressive constitutional 
amendments (Bui, 2019).” It redefined the structure and the functions of 
state bodies. it also committed to human rights protection and judicial in- 
dependence. The process of constitutional amendment in Lao, according 
to Ngoc Son Bui, was more progressive compared to other socialist country 
such as China. Constitutional consultation was extended to private sectors 
and academia. However, citizens of Lao did not intensively engage in consti- 
tutional debate. This is different from the Vietnamese constitutional amend- 


ment in which the citizens pay attention to constitutional amendment. 


7 However, it does not mean that there is no restriction at all. even though there is no explicit constitution- 


al unamendability since judicial review is absent, in practice certain constitutional principles cannot be 


changed. 
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CONSTITUTIONAL REFORM, JUDICIAL REVIEW AND BASIC 
STRUCTURE DOCTRINE: VIET NAM, MALAYSIA, SINGAPORE 
MALAYSIA 

The 1988 Constitutional reform amended Article 121 (1) which had created 
doubt about the adoption of separation of powers in Malaysia (Art. 121 (1) 
of the 1988 Malaysian Constitution). The amendment result in there is no 
longer be a specific provision declaring that the judicial power of the Federa- 
tion shall be vested in the two High Courts. While the Constitution does not 
specifically stipulate unamendable provisions, it arguably adopts implicit un- 
amendability. The Malaysian Supreme Court adopt basic structure doctrine 
which prevent the parliament to enact laws that violate the basic structure. 
Any statutes offend the basic structure may be declared as unconstitutional. 
Through this basic structure doctrine, the principle of constitutional su- 
premacy may be defended. In 2018 the Federal Court declared that “the 
power of judicial review is essential to the constitutional role of the courts, 
and inherent in the basic structure of the Constitution and it cannot be 
abrogated or altered by Parliament by way of a constitutional amendment 
(Neo, 2016). 


SINGAPORE 

Article 5 (2) of the Singapore Constitution stipulates that a two-thirds par- 
liamentary majority is required to amend the Constitution. The 2004 Con- 
stitutional amendment focused on citizenship. In 2007 there was another 
important amendment concerning the composition of the Legal Service 
Commission. The most recent constitutional amendments particularly fo- 
cused three main issues: the composition of parliament, the presidency, 
and finance. 

With regard to the composition of parliament, the updated Constitution 
promotes the unelected element of member of parliament or also known as 
Nominated member of Parliament (NMP) (Chng and Lee. 2018). Initially 
the unelected MP based on race or special trading interests. They are select- 
ed by Parliamentary Special Committee. The public may submit the name of 
potential candidates to the committee. In 1997 the number of the NMP in- 
crease significantly, from six to nine, which also include labor, business, and 
industry). This number was doubled in 2001 to include wider community 
groups such as social and community service organization, media, tertiary 
institutions, arts and sport organizations (Neo and Xian, 2019). The reason 
for this is to provide wider opportunity for non-partisan views including fe- 
male political participation. 

With regard to the presidency, recent constitutional amendment fundamen- 
tally changed the office of the President. Initially President was a ceremonial 
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office. the President was the head of state with limited powers. The Presi- 
dent was nominated and confirmed by Parliament. The shift from nomina- 
tion to election was meant to strengthen presidential democratic mandate to 
support his constitutional roles. The elected President acts as a check and 
balance mechanism against the government with respect to finance, ap- 
pointment of high rank civil service positions, and certain decisions which 
affect fundamental liberty. 

The 2016 constitutional amendment were introduced to respond some 
suggestions from the constitutional commission. The suggestions are to 
safeguard minority representation in the presidency, to strengthen the eligi- 
bility criteria for presidential candidates and to review the role and the struc- 
ture of the Council of Presidential Advisers. The commission suggests to 
change the open election to an election which may reserve for an ethnic 
group under limited conditions. In addition, the more stringent requirement 
regarding the eligibility for presidential candidate. Last, Enhancing the roles 
of presidential advisors so that it is more influential with respect to the bal- 
ance of powers in government. The government responded that democrati- 
cally elected president is the most workable mechanism for Singapore. In 
addition, the amendment was searching for workable balances. This means 
such changes were incremental and do not touch the basic structure of the 
constitution. The fact that the party system in Singapore is dominated by a 
state party makes the constitutional amendment is very easy to be conduct- 
ed. At the same time the dominant political powers maintain the strong com- 
mitment to create a stable constitutional government. 

Similar to Malaysia, Singapore to a certain extend adopt basic structure 
to maintain the important principles in the Constitution. Initially, the basic 
structure doctrine was rejected as the Supreme Court declined an argument 
that parliament’s constitutional amending power was implicitly limited. A 
constitutional amendment is part of the Constitution. Therefore, it cannot 
be considered as invalid as long as it is in accordance with the amendment 
procedure. There is other view which hold that basic structure doctrine is 
applicable to Singapore. some aspects of the constitution are essential and 
important to the political system that is established. They are part of its basic 
structure. The Court however did not make any decisions on the implication 
of declaring something considered as basic structure of the constitution. In 
other words, the Court reluctant to declare a certain aspect of the constitu- 
tion as unamendable. 
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CONSTITUTIONAL REFORM, JUDICIAL REVIEW YET UNCLEAR 
UNAMENDABLE PROVISIONS: VIET NAM, THE PHILIPPINES 

AND BRUNEI DARUSSALAM 

VIETNAM 

In 1980, Vietnam conducted economic reform (Doi Moi). It is a transfor- 
mation from the centrally planned economy to the socialist-oriented market 
economy. This economic reform was accommodated in the 1992 Constitu- 
tion which established provision concerning liberalization of economic sys- 
tem. Apart from liberalization of economy, however, the content of the 1992 
Constitution is similar that of the 1980 Constitution. The economic reform 
(Doi Moi) in fact needs supporting conditions such as strengthening the rule 
of law, distributing public powers, strengthening governmental responsibil- 
ity, combating corruption, and improving administrative system. This is the 
reason why in 2001 there was further constitutional amendment. 

The latest constitutional amendment was in 2013. This amendment 
aimed, among other things, to establish a new framework that support eco- 
nomic performance. However, there is no indication concerning the possibil- 
ity for other political parties to compete. Also, there is no reference to any 
supervisory body to monitor the party’s activities. These two features were 
heavily criticized by a group of 72 senior scholars who suggested that the 
updated constitution should include 7 points: first, there should be a com- 
petitive political system of different parties. Second, while the new constitu- 
tion includes provisions of human rights, there was a substantial limitation 
such as national defense, security and social order which potentially open 
the doors from human rights repression. Third, the recognition of multiple 
forms of ownership of land including private ownership. Fourth, the practice 
of separation powers. Fifth, the suggestion that the armed forces should 
protect the fatherland and to serve the people and not to be loyal to any par- 
ticular organization. sixth the updated constitution should be approved by 
the people in a transparent and participative way. Finally, the petitioners 
suggest for extending the time for public consultation of the draft of the 
constitution (Bui, 2013). 

This petition provides significant implications in a socialist context be- 
cause this promotes transparency and participation in constitutional draft- 
ing. Bui (2014) study show that public discussion on the revised constitution 
was relatively transparent and participatory. Controversial issues during the 
public consultation on the draft included the referendum on the updated 
constitution; the alternate multiparty system; check and balances; and a 
stronger constitutional review body. Vietnam eventually rejected constitu- 
tional review in its new Constitution adopted in late 2013. In socialist coun- 
try, legislation was traditionally conceived as expressive of the people’s will 


521 


DR © 2022. Universidad Nacional Aut6noma de México-Instituto de Investigaciones Juridicas 


Esta obra forma parte del acervo de la Biblioteca Juridica Virtual del Instituto de Investigaciones Juri 
www. juridicas.unam.mx 


er 


Lito c 


https://biblio.juridicas.unam.mx/bjv https://tifyrene 


ANDY OMARA 


beyond the review of judicial bodies. constitutional review was rejected be- 
cause it conflicts with the fundamental principles and assumptions of social- 


ist constitutional law. 


The above-mentioned analysis demonstrates that Vietnam constitutional- 
ism is moving forward to a modern constitutionalism. Bui (2014) concludes 
that Vietnam constitutionalism has been more liberal. This can be seen from 
the adoption of individual liberty; the more open national elections. In addi- 
tion, the updated Constitution of Vietnam shows the tendency of internaliz- 
ing modern constitutional values such as rule of law, distribution of powers 
and liberal economic rights. There is also a tendency that the constitutional 
discourse in Vietnam focused on important components of modern constitu- 
tionalism such as limited government; constitutional review and indepen- 
dence judiciary. In the future, the modern constitutionalism in Vietnam re- 
mains uncertain. On the one hand the wave of globalization compelled 
Vietnam to be more democratic. On the other hand, Vietnam owns its social- 
ist political system. The dynamic of external force and existing values will be 


complex. 


THE PHILIPPINES 


The 1987 Philippines Constitution can be reformed into two ways: revision 
or amendment (Art. XVII). A revision can only be made by congress and sat- 
isfy a vote of three-fourths of its members while an amendment can be made 
not only by the congress but also by a constitutional convention or an initia- 
tive (Section1 Article XVII). With this in mind, it violates the constitution if 
an initiative changes the constitution because it constitutes a revision and 
not merely amendment. People initiative may propose amendment of the 
Constitution but not revisions. Constitutional revision can only be conduct- 
ed by congress. The Philippines Constitution does not expressly mention 
prohibition against an amendment. It does not contain express unamendable 
provisions. The Supreme Court, however, declared that the sovereign people 
might amend the constitution in any way it chooses as long as it does not 


contradict with jus cogens norms of international law Roznai, 2013). 


BRUNEI DARUSSALAM 


For more than 50 years of the reign of Sultan Hassanal Bolkiah Brunei 
Darussalam implement the concept of the Malay Islamic Monarchy. Its pro- 
claimed ideological compass of Melayu Islam Beraja or MIB. These three 
pillars of MIB- Malay culture, the religion of Islam and the institution of 
Monarchy- are long standing Bruneian features. Such ideology is crucial 
for filtering the modernization and development. It is also important guide 
in establishing laws and regulations. The 1959 Constitution as amended by 
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the 2006 constitutional amendment stipulates the Sultan is the head of state 
with full executive power (Art. 4 Part III Executive Authority). No judicial 
review mechanism included in the constitution (Article 84 C). 

With regard to the amendment of Constitution, The Sultan also play im- 
portant roles in amending the constitution, as stipulated in Section 85 Part 
XII of the Constitution: 

(1) His Majesty the Sultan and Yang Di-Pertuan may by Proclamation, amend 

or revoke any of the provisions of the Constitution including this section; 
and this Constitution shall not otherwise be amended, added to or 
revoked. 

(2) His Majesty the Sultan and Yang Di-Pertuan shall consult the Privy Coun- 
cil in relation to the exercise of the powers vested in him by this section but 
shall not be obliged to act in accordance with the advice of that Council. 

(3) His Majesty the Sultan and Yang Di-Pertuan shall not make any Proclama- 
tion for the amendment or revocation of any provision of this Constitution 
unless a draft of the Proclamation has been laid before the Council to en- 
able the Legislative Council to determine if any amendments to the Draft 
of the Proclamation should be made. 

(4) If no amendments are proposed by the legislative Council within 14 days, 
His majesty the Sultan and Yang Di-Pertuan may proceed to declare the 
Proclamation; if amendment are proposed by the Legislative Council with- 
in 14 days, the Speaker shall, within 14 days of that Council making pro- 
posal, submit a report to His Majesty the Sultan and Yang di_pertuan giv- 
ing a summary of the debate and the reasons for the proposed 
amendments. 

(5) His Majesty the Sultan and Yang Di-Pertuan having considered the report 
of the Speaker may declare that the Proclamation shall be affect under 
Clause (1) either in the form in which it was laid before the Legislative 
Council or with such amendment as His Majesty the Sultan and Yang 
Di-Pertuan shall think fit. 


PART IV. CONCLUSION 

Part II has showed the distinct features of the regulatory framework of all ten 
ASEAN countries. They are heavily influenced by the experience they had 
in the past. Some are influenced by the English common law system while 
others are affected by the French civil law system or customary law. The 
features of their constitutional arrangements, however, are somewhat over- 
lapping. They can be regarded as liberal democracy, monarchy constitutional 
or socialist arrangement. The liberal democratic constitutions as reflected in 
the constitution of Indonesia, Singapore and the Philippines mirror certain 
general features of the liberal democracies in the rest of the world, even 
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though the practice may vary. The monarchy constitutional as reflected in 
the Constitution of Thailand, Brunei Darussalam, Malaysia and Cambodia 
maintains the powers of the monarchs yet it is limited by the Constitution. 
The socialist constitutional system can be found in Vietnam, Lao and Myan- 
mar which reflected in one party system. But there is attempts to reconcile 
the value of constitutionalism and one-party system. 

With regard to the Constitutional development as analyzed in Part III, the 
updated constitutions of most SE Asian countries insert provisions concern- 
ing constitutional review and unamendable provisions or at least adopt basic 
structure doctrine in practice to maintain constitutionalism. The Philippines 
Supreme Court for instance has the power to conduct judicial review. This 
models the US Supreme Court. The Supreme Court of Singapore and Ma- 
laysia also have a competence to review law and government action on the 
basis of the Constitution. The Cambodian Constitutional Council resembles 
the French Constitutional Council. Constitutional tribunal becomes an im- 
portant topic under the new constitution of Myanmar. In Vietnam, the estab- 
lishment of constitutional review is under discussion. While Laos and Bru- 
nei Darussalam do not make a strong statement against judicial review. The 
most significant development of constitutional court in SE Asia is in Thai- 
land and Indonesia. The constitutional courts in these countries are equipped 
by significant constitutional powers including settling political conflicts. It 
can be said that judicial review is on the rise in SE Asia. 

In addition, most SE Asian Countries also include unamendable consti- 
tutional provisions or adopt doctrine of basic structure. The unamendable 
provisions and basic structure aim to limit the amendment of the constitu- 
tions. Not all provisions of the constitution can be amended. provisions 
which reflect the basic structure of the Constitution or contain fundamental 
principles are unamendable. It is, therefore, inaccurate to say that constitu- 
tionalism is an alien concept in this region. All Southeast Asian states have 
constitutions. There is a tendency to take them more seriously than in earlier 
phases of state development in the region. 
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I. INTRODUCTION 

Indonesia is a country that adopts the concept of rule 
of law. Article 1 Paragraph 3 of the Constitution states 
that “The State of Indonesia shall be a state based on 
the rule of law”. This article reflects that the operation 
of state institutions, public enterprises, and private 
enterprises are accountable to laws that are publicly 
promulgated, equally enforced and independently ad- 
judicated (Doss, 2020). Indonesia is also a unitary Re- 
public in which the sovereignty of the state is in the 
hands of the people and exercised by the People’s Con- 
sultative Assembly. Indonesian law is considered as a 
member of the Civil Law or Continental legal system, 
as opposed to the Common Law system or Anglo Sax- 
on legal system. Such legal system was derived from 
Dutch law. Hence, several Dutch Law continue to ap- 
ply in the Indonesian legal system until present day. 
However, the Indonesian legal system is in fact more 
complex than merely adopting the existing Dutch law. 
This is because in addition to Dutch law that still ex- 
ists within the Indonesian legal system, Indonesia also 
applies Adat law (Customary law) and Syaria Law (Is- 
lamic law). 


Il. HISTORY 

This part explains the history of the Indonesian legal 
system which has been developed by a complex interflow 
of different laws, namely the Dutch law, Customary 
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law and Islamic law. They intertwine with each other and apply concurrently. 
Before the introduction of modern law by the Dutch colonialism, Indonesian 
people adopted laws that came from customs and religious beliefs such as 
Hindu, Buddhist and Islam. 


A. DUTCH COLONIALISM 

Before the arrival of Europeans, the Indonesian archipelago was ruled by 
several kingdoms. Sriwijaya and Majapahit were among the biggest ones. 
The first European to land in the archipelago was the Portuguese in 1512. 
The first Dutch expedition to Indonesia took place in 1595 with the aim of 
accessing spices. Having recognized the potential of trade in Indonesia, the 
Dutch government established a company named Vereenigde Oost-Indische 
Compagnie (VOC) or the United East India Company in 1602. The VOC 
was a company which held a trading monopoly granted by the Dutch govern- 
ment (Thoolen, 1987, p. 3). The Company went bankrupt in the 1800s and 
its assets were nationalized by the Dutch government. 

During that period, Indonesia was named as the Netherland East Indies. 
The population was governed by Customary law which is also known as Adat 
law. Customary law consists of rules derived from customs practiced by tra- 
ditional communities. A practice by a traditional community can turn into 
Customary law if it is considered as a crucial and necessary rule among the 
community. Slowly, the practice turns into law that is created and imple- 
mented in an autonomous way: unwritten, un-codified and governs many 
aspects of conduct within certain traditional community. To put it in one 
sentence, Adat law is a set of local and traditional legal rules based on the 
community region (Priambodo, 2018, p. 150). 

The term Adat law usually includes all Customary law of the non-Europe- 
an population in Indonesia as opposed from the codified Dutch law (Thool- 
en, 1987, p. 32). Cornelis van Vollenhoven, a scholar from Leiden, classified 
Adat Law into 23 subdivisions based on a combination of region and ethnic- 
ity. Vollenhoven was known for his argument in promoting Customary law. 
He argued that “the colonial administration must devote serious attention to 
understanding traditional law and preserving its integrity.” The Dutch parlia- 
ment adopted Vollenhoven’s view. As a result, there exists a new understand- 
ing of Adat law supported by various new researches. Adat law institutions 
and educational trainings were provided for those who were interested in 
understanding the dynamics of Adat law (Lev, 1985, p. 64-65). According to 
Lev, Customary law is isolated from the rest of the colonial policy. 

In addition to Customary law, the Indonesian population was also gov- 
erned by Islamic law. Due to our location between China in the East, the 
Subcontinent, and the Middle East on the West, the Indonesian archipelago 
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becomes a major route for Muslim traders who traveled to Southeast Asia. 
Muslim traders traveled through Indonesia since the 13" or 14'* centuries. 
There was an Islamic kingdom in the Island of Sumatera as well as some 
Islamic legal institutions (Cammack & Feener, 2011, p. 14). This explains 
how Islamic law plays an important role in the Indonesian legal system. 

During the Dutch colonial period, Indigenous Indonesian was allowed to 
apply Islamic law. Consequently, the Dutch established the Islamic Court in 
Java and Madura (Melayu, 2012, p. 58). The first law in respect to applica- 
tion of Islamic law as the 1882 Royal Decree which established the Islamic 
Court in the islands of Java and Madura. The Islamic Court adjudicated fam- 
ily and inheritance laws. However, the Dutch tried to limit the jurisdiction of 
the Islamic Court by situating it under the jurisdiction of general Court. 

The concept of Islamic law differs from Customary law because the 
sources of law are coming directly from God. In some region where the ma- 
jority of the population is Moslem, there is an interflow between Islamic and 
Customary laws. For example, Minangkabau, Gorontalo and Bolaang Mon- 
gondow adopted a principle known as ‘Adat bersendi syara’, which means 
Adat or Custom is supported by Islamic law. 

During the colonial time, the authority suited the dichotomy between 
European and Indonesian legal system to their own needs. The people in the 
colony was divided into racial groups consist of Europeans, Foreign Orien- 
tals (Chinese, Middle Eastern, Indian) and Indigenous Indonesians. In early 
seventeenth century, Dutch law was introduced in Indonesia for the Europe- 
an population. The applicable law for Indigenous Indonesians were Custom- 
ary law and Islamic law. In 1848, the Dutch laws namely the Civil Code and 
the Commercial Code were formally introduced (Thoolen, 1987, p. 33). In 
1855, a significant part of the Commercial Code was applied to Foreign 
Orientals, and in 1917, they were merged into the Dutch Civil Code except 
for affairs on civil registration and marital ceremonies. 

Two-court division were introduced for Europeans and Indigenous Indo- 
nesia. For those who are subjected to the Dutch law, there existed a three- 
court hierarchy with the Indies Supreme Court on top of the hierarchy. 
Meanwhile, the population group that were subjected to the Indonesian law 
also had a three-court hierarchy with Landraad being the highest court among 
the three. Most of the judges in Landraad were Dutch nationals. Few Indone- 
sians were appointed as judges after they graduated from schools in Holland 
and the colony (Lev, 1965, p. 174). As a result of having different applicable 
laws for different group of population, legal pluralism exists in Indonesia. 

The Dutch colonial government introduced major legislation that set the 
legal system in the Netherlands East Indies. These legislation were in the 
form of Codes namely the Civil Code, Commercial Code, The Civil and 
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Criminal Procedural Code for the island of Java as well as for the island of 
Madura and the Criminal Code. These codified laws were actually derived or 
influenced by French laws. This is as a result of French occupation of the 
Netherland during the Napoleonic wars. 

By applying Dutch law, the Indonesian legal system falls under the Ro- 
man — Dutch law model. The Indonesian law adopts the Civil law legal sys- 
tem through its sources of law, doctrines, and methods. However, like in 
many other jurisdictions influenced by the development of the Common law 
system, case laws or precedents becomes an important source of law in pres- 
ent day. Precedent, or known as judge-made law, is considered as one of the 
sources of law that has a persuasive bearing. Even though it is still far to 
claim that Indonesia has tended to adopt a hybrid system, the Indonesian 
legal system is no longer a pure adoption of the Civil law legal system. As 
stated by Esin Orucu, there is no state in todays’ world that purely adopts 
Civil law or Common law system. Both systems influence each other (Oru- 
cu, 2008, p. 2) and Indonesia is no exception to this concept. 


B. INDEPENDENCE 

Following Indonesian independence in 1945, the country started to intro- 
duce modern law. There was no longer classifications of population groups. 
Article 27 of the Indonesian Constitution prescribes equality of all citizens 
before the law. This implies that the differentiation of population group 
based on social class and ethnicity is no longer applicable. The modern In- 
donesian law is a combination between the existing Dutch law, Customary 
law, and Islamic law. Despite many who believes that modern Indonesian law 
might lean to the advantage of the European and Chinese, the Dutch law is 
still applicable until present day. The legal basis is the Transitional Provision 
Article I and I] of the Transitional Provision of the 1945 Constitution which 
states that all legislations and institutions from the colonial period remain 
valid until they are revoked and replaced. 

Customary law is enforced after independence on the basis that it does 
not conflict with state interests and its existence is still needed (Law No. 5 
of 1960, Article 3). The Basic Agrarian Law is based on Customary Land law 
and Agrarian law that regulates about the use of land, water and air space 
(Priambodo, 2018, p. 153). Few Indonesian scholars such as Budi Harsono 
and Suryono Sukanto support the application of Customary law to develop 
Indonesia’s very own legal system. They stated that other fields of law, both 
related or unrelated to Land law, can also be formulated according to the 
system of Customary law (Priambodo, 2018, p. 157). Adat law in one hand 
is regarded as a national symbol of the Indigenous Indonesians, but it was 
considered to be very outdated to be applied for a modern state. Conse- 
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quently, the judicial interpretation towards them began to change. Adat law’s 
application is very limited to traditional communities in rural areas as it is no 
longer compatible with modern commercial activities. 

Article 9 of Law No. 14 of 1970 concerning Judiciary abolished the exis- 
tence of Adat Court in Indonesia. On the other hand, Islamic law was offi- 
cially recognized through Article 10 of the same law by the adoption of Reli- 
gious Court. The position of Religious Court got stronger with the 
promulgation of Law No. 7 of 1989 concerning the Islamic Court, followed 
by a couple of amendments. 

The implementation of Islamic law is also evident in Law No. | of 1974 
concerning Marriage. This law strengthen the position of the Religious 
Court and solidified the standing of the Religious Court in the Indonesian 
Legal System. The expansion and modernization of Islamic law was evident 
from the promulgation of the Compilation of Islamic Law in 1991 (Cam- 
mack & Feener, 2011, p. 18). The Compilation serves as a non-authoritative 
but important source of Islamic law. It consists of laws on marriage, inheri- 
tance, wakaf (religious foundation) and religious donation or tithe. The pur- 
pose of this compilation is to provide consistency and uniformity in the ap- 
plication of Islamic law by judges in Religious Court. The compilation has 
not been submitted to the legislature or formally enacted into codified law. 


Ill. THE BASIC PRINCIPLES OF INDONESIAN LAW 

The basic principle of Indonesian law is embodied in Pancasila and the Con- 
stitution. Pancasila is the philosophical and fundamental principles of the 
state. It is the core ideology of the Indonesian government consisting of 
the belief in God, nationalism, humanitarianism, democracy and social jus- 
tice. The Constitution of the Republic of Indonesia is the 1945 Constitution 
which has been amended four times in 1999, 2000, 2001, and 2002. Based 
on Pancasila and the Constitution, the aimss of the state are to establish an 
Indonesian government which shall protect all of the Indonesian people, to 
advance public welfare, to develop intellectuality within the nation, and to 
contribute towards the establishment of a world order based on freedom, 
peace and social justice. 

In Indonesia, the sources of law have two understandings: material sources 
and formal sources. Material sources are sources that determine the content of 
a regulation, while formal sources refer to sources which determine the forms 
and the formulation of a certain regulation. The material sources refer to the 
sources from which the content of the law is taken from. This can be social 
norms, religious norms, legal consciousness and others. The formal sources of 
law are Statutes (undang-undang), customary law, judge-made law, treaties and 
doctrines. Laws can be distinguished into: statutes, government regulation in 
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lieu of laws, government regulation, presidential regulation, regional regula- 
tion on provincial level, and regional regulation on city or regency level. 

Statute is law that is enacted by the House of Representative and ratified 
by the President. Statutes are enacted to implement either the Constitution 
or a decree by the People’s Assembly. Government regulation in lieu of stat- 
ute is a regulation promulgated by the President in an emergency situation. 
It has the same rank as statutes, but it needs approval from the House of 
Representative. Failure to obtain such approval leads to the withdrawal of 
such regulation. Government regulation is promulgated by the president in 
order to implement statutes. Presidential decision is also promulgated by the 
President to implement the Constitution, a decision of the People’s Assem- 
bly in the executive sphere or a government regulation. Elucidation can be 
found subsequent to all statutes and government regulations. Elucidation is 
an explanatory memorandum prepared simultaneously with the basic docu- 
ment and enacted along with the statutes or government regulations. Eluci- 
dation serves as a clarification of the legislators intentions when formulating 
a law and is considered as part of the law itself. 

In terms of Customary law or Adat law, not all customs are law. For a 
custom to be considered as customary law, it must fulfill the following 
requirements: 

1. There are a series of actions or behaviors done by the people and followed 

by others in the same region; 

2. The people in the group are in an agreement that such behavior or actions 

are necessary due to its respected value and therefore needed for the com- 


munity and have a binding power. 


Even though Indonesia is a Civil Law country, judge-made law or prece- 
dent plays role in the legal system. Like in Common Law countries, Indone- 
sian judges are empowered with the authority to interpret, apply and create 
laws. This method is used especially when the law is absent on certain legal 
issue. The judge may, in their discretion, refer to previous judgment. Unlike 
in the Common Law system where previous case with similar facts and sim- 
ilar application of laws must be followed, in Indonesia, courts are not bound 
by decisions of higher court despite of similarities of fact and laws. However, 
in practice, some Supreme Court judgements are consistently followed and 
referred to by other lower court judges and create a precedent which is called 
yurisprudensi and is considered as a source of law. 


IV. THE JUDICIARY SYSTEM 


The judiciary system in Indonesia consists of the Supreme Court and the 
Constitutional Court. In addition to the court of general jurisdiction, there 
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are several special courts namely the military court, religious court and ad- 
ministrative court. The Indonesian Constitution guarantee the indepen- 
dence of the court in Article 24 which states that “the judicial power shall be 
independent and shall possess the power to organize the judicature in order to 
enforce law and justice”. Therefore, no intervention toward the judiciary in 
any form or any manner is allowed. 

The Indonesian judiciary system reflects the inquisitorial method of trial 
as applied in other Civil law jurisdictions. Under this method, the court is 
actively involved in adjudicating the case. This is different from the adversar- 
ial system in which the judges’ primary role is to serve as the referee between 
the prosecutor and the defense counsel. Under the Indonesian system, judg- 
es are fact finders who lead the inquiry by questioning the defense counsel, 
the prosecutor and the witness. Judges focus on both the issue of establish- 
ing facts and applying the laws. 

Article 24 (1) of the Constitution states that “the judicial power shall be inde- 
pendent and shall possess the power to organize the judicature in order to enforce 
law and justice.” The Constitution accepts that independence of the judiciary is 
a condition sine qua non for the enforcement of law. Thus, the Constitution 
admits that law enforcement cannot be separated from justice and it can only be 
realized if judicial power is exercised in an independent and unbiased manner. 

The judiciary is carried out by the Constitutional Court and the Supreme 
Court. Under the Indonesian legal system, the Constitutional and the Su- 
preme Court are on the same level of power. The following discussion ex- 
plain the jurisdiction of each court. The court hierarchy in Indonesia can be 
seen in the following chart: 


SUPREME COURT Ss CONSTITUTIONAL COURT 


COURT OF GENERAL MILITARY ADMINISTRATIVE RELIGIOUS 
JURISDICTION COURT COURT COURT 
: va . Administrative Religious 
High Court Military High Court High Court Hick Count 
Administrati 
District Court Military Court i aaa Religious Court 


Court 
Juvenile Court 

Commercial Court 

Industrial Relation Court 

Anti-Corruption Court 

Human Rights Court 

Tax Court 

Fishery Court 


SOURCE: Compiled by the author 
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A. THE CONSTITUTIONAL COURT 

The Indonesian Constitutional Court was established in 2003. It was es- 
tablished based on Articles 24 (2) and 24C of the Constitution with the 
jurisdiction to conduct judicial review of laws against the Constitution. In 
addition, the Constitutional Court is also given the jurisdiction to adjudicate 
dispute of authorities between state institutions, to decide upon the disso- 
lution of political parties, and to decide upon electoral disputes. The Court 
also decides upon the opinion of the parliament about alleged violations of 
the Constitution committed by President and/or Vice President. 

The decision of the Constitutional Court is final and binding. Until pres- 
ent day, all decisions are fully enforced. In the case where a certain decision 
of the Constitutional Court has not been enforced, the public and press may 
put pressure towards the institution to whom the decision was meant to be 
executed to (Mahfud MD, 2011, p. 7). The Constitutional Court consists of 
nine justices. To guarantee the independence, each justice is given the op- 
portunity to give either concurring or dissenting opinion when adjudicating 
a case. In doing such power, a deliberation meeting is conducted where each 
justice give his or her opinion which is different from that of the majority. 
The dissenting justice is allowed to express the different opinion in a special 
section provided in the decision (Mahfud MD, 2011, p. 14). 

Transparency is also promoted in the Constitutional Court. The hearing 
process is open to public and the press. In addition, the whole litigation pro- 
cess is recorded in audio and video recordings. Moreover, the Court also 
runs video conference networks placed at law schools across the country and 
video streaming facility through its website (Mahfud MD, 2011, p. 15). 
These facilities are developed to enable Indonesians and foreigners to follow 
the hearing process. Court decisions can easily be found in the Court’s offi- 
cial website not long after the decision was read in the court. 


B. THE SUPREME COURT 

The Supreme Court of the Republic of Indonesia maintains the judiciary 
system and serves as the highest level of court among other courts. The 
Court has the authority to hear and rule on all final judgments made by high 
courts through cassation. The jurisdiction covers criminal, civil, religious, 
military and administrative matters. In a cassation case, the Supreme Court 
deals with the question of law, meaning it may annul or confirm the decision 
of the high court based on its evaluation on the points of law, but not on 
factual evaluation. Furthermore, it has jurisdiction to adjudicate all disputes 
of different court systems, including disputes between high courts and dis- 
trict courts of different court systems, and between high courts and district 
courts located in different region. In addition to the judiciary function, the 
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Supreme Court is also obliged to give an advisory opinion to the government 
upon request. 

In term of justices’ selection, the candidates for Supreme Court Justices 
are proposed to the House of Representatives by the Judicial Commission. If 
approved, the candidates are then confirmed by the President. The Supreme 
Court consists of 51 justices which are divided into eight chambers. 

There are two types of court under the Supreme Court, namely the Court 
of General Jurisdiction and Specific Jurisdiction. Court of General Jurisdic- 
tion covers both criminal and civil matters. It consists of district courts and 
high courts. District court is located at every regency or municipalities that 
serves as the first resort for those who would like to file a case. High Court 
is located in each province and functions as an appellate court as well as to 
supervise the administration of district courts. Meanwhile, Court of Specific 
Jurisdiction consist of the Religious Court, Administrative Court and Mili- 
tary Court. 

Within the Court of General Jurisdiction, there are several specializa- 
tions, namely: 

1. Commercial court. It has jurisdiction to examine, adjudicate and decide is- 

sues in respect to bankruptcies, intellectual property and bank liquidations. 
The procedural law of a commercial court uses the civil procedural law as 
identically applicable to civil cases. Until present day, commercial court is 
only located in Medan, Surabaya, Semarang, Central Jakarta, and Makassar 
district courts. 

2. Industrial relation court. This court is governed by Law No. 2 of 2004 con- 
cerning Industrial Relations Dispute Resolution. It has power to examine, 
adjudicate and decide upon industrial disputes concerning: rights, interest, 
termination of employment contract and disputes between labor unions in 
a company. Industrial relation court can be found in every province in Indo- 
nesia. Before the parties submit their dispute to the court, they must first 
bring the dispute to a bipartite meeting which must be registered to the 
Ministry of Manpower and Transmigration. The bipartite meeting will rec- 
ommend the parties to either resort to mediation or arbitration. Failure in 
these process gives the disputing parties the right to submit their dispute to 
the industrial relation court. 

3. Fishery court. The specific authority of fishery court is to examine, adjudi- 
cate and decide upon fishery-related crimes by Indonesian citizens as well 
as foreigners. It follows the criminal procedural law with some exceptions. 

At the moment, five fishery courts have been established in the following 
district courts: Medan, Bitung, Tual, Pontianak and North Jakarta. 

4. Juvenile court. This is a special court to adjudicate criminal cases involving 


children (anyone below the age of 18 years old). The court uses criminal 
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procedural law with some exceptions. The juvenile court takes the approach 
of restorative justice which aims to repair the harm rather than retribution. 
It is established in every district court. 

5. Human rights court. The jurisdiction of human rights courts is to examine, 
adjudicate and decide upon grave human rights violations, including those 
committed outside the territory of Indonesia by Indonesian citizens. The pro- 
cedural law is the same as criminal procedural law. This court is established 
in every district court in the capital of each regency throughout the country. 

6. Anti-Corruption court. The anti-corruption commission was established 
through Law No. 31 of 1999 concerning Corruption as amended by Law No 
20. of 2001 and Law No 30. of 2002 concerning the Anti-Corruption Com- 
mission. Law No. 30 of 2002 stipulates the guidance concerning the estab- 
lishment of specialized court for corruption cases and rules regarding the 


anti-corruption commission. 


In addition to court of general jurisdiction, Indonesian legal system rec- 
ognizes three different specialized courts, namely: military, religious and 
administrative. 


1. MILITARY COURT 
The jurisdiction of a military court includes offenses committed by members 
of the armed forces or persons who are declared to be of a similar status. 
This court follows separate procedural law pursuant to Law No. 31 of 1997 
regarding Military Court. The Military court is divided into four jurisdic- 
tions, namely: 
¢ Military court. This is the first level court that oversees criminal cases involv- 
ing defendants with the rank of captain and below. 
¢ Military high court. This is the first level court and has the authority to ex- 
amine and decide criminal cases involving defendants with a rank of major 
and above. It also has power to examine and decide military administrative 
disputes. 
¢ Military primary court: This is an appellate court that oversees appeals of 
decisions made by the military high court. This is also the first and last level 
for dispute resolution regarding the authority of military courts. 
e Military combat court. It has the jurisdiction to oversee criminal cases in 


combat zone. 


2. RELIGIOUS COURT 

The jurisdiction of religious court is to adjudicate disputea between spouses 
that holds Islamic faith and cases involving Islamic law in specific areas such 
as dowry, divorce, inheritance, and gifts. In addition, religious court also 
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oversees commercial disputes if the transaction is conducted based on Syaria 
law. This court falls under the supervision of the Ministry of Religious Af- 
fairs. First level Religious Court is established in each district and city, while 
the appellate level court is located in every province. The Aceh province is 
granted a special autonomy to implement Sharia law. This is why Aceh prov- 
ince has a special court known as Mahkamah Syar’iah that also adjudicates 
certain criminal matters using Islamic law. 


3. ADMINISTRATIVE COURT 

This court is regulated under Law No. 51 of 2009 concerning the Second 
Amendment of Law No. 5 of 1986 concerning State Administrative Court. 
The jurisdiction of administrative court is to adjudicate state administrative 
disputes which is a dispute between a person or a civil entity and a state 
official or state institution as a result of the issuance of an administrative 
decision. The administrative decision that can be adjudicated has the char- 
acteristic of being concrete, individual and final. 

Under the Administrative Court, there is one special court which is the 
Tax Court. This is to adjudicate and decide upon tax dispute. Tax dispute is 
a dispute between a taxpayer and an authorized official issuing a decision 
regarding tax. 


C. CRIMINAL AND CIVIL JUSTICE SYSTEM 

The creation of a criminal procedural code is manifested in the KUHAP 
(Kitab Undang Undang Hukum Acara Pidana). This is different from KUHP 
or the Indonesian criminal code. The most updated version of KUHAP was 
ratified by the President and was promulgated on December 31, 1981. Het 
Herzeiene Indonesich Reglement (HIR) and Reglement od de buitengew- 
esten (RBg) were also known as a revised procedural law for Indonesian 
that are still applicable as the source of Indonesian Civil procedural law in 
present day. Indonesian criminal and civil justice system allow individuals to 
represent themselves before the court. 

The decision of a district court is final and binding unless there is an ap- 
peal to the High Court by the relevant party within 14 days period. The de- 
cision of a high Court is final binding if no appeal is submitted to the Su- 
preme Court within 14 days from the date the decision was notified to the 
parties. The Supreme Court decision at the cassation level is final and bind- 
ing. However, further appeal called a judicial review is possible under limited 
grounds (Law No. 5 of 2004, Article 65). A judicial review does not automat- 
ically delay the enforcement of the judgment. The chairman of the relevant 
district court has the discretion to consider on whether enforcement should 
be delayed or should proceed. 
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Enforcement procedure starts when the winning party submits applica- 
tion to the relevant District Court which is the Court that rendered the 
judgment. If the court lacks jurisdiction over the object of the case, the 
chairman may delegate the power of enforcement to another district court 
with a stronger jurisdiction. The district court then summons the losing par- 
ty to be reprimanded to comply with the decision within eight days. If it fails, 
the Court then issued an executorial order to seize the losing party's assets 
for sale in a public auction. Indonesia is not a party to any convention or 
international agreement with other countries for reciprocal enforcement of 
foreign court judgments. Therefore, foreign court judgments cannot be en- 
forced in the country. 


V. ALTERNATIVE DISPUTE RESOLUTION 

Indonesian Law No 30. of 1999 on Arbitration and Alternative Dispute Res- 
olution provides that arbitration can be used to settle commercial disputes. 
The parties to arbitration shall have a written arbitration clause prior to 
resorting to arbitration. An arbitral award is final and binding. Annulment 
of the award is very limited on the basis of Article 70 of Arbitration and 
ADR Law. 

Indonesia is a signatory party to the Convention on the Recognition and 
Enforcement of Foreign Arbitral Awards 1985 (New York Convention) in 
1981. Therefore, foreign arbitral award is enforceable in Indonesia provided 
that decision is within commercial dispute and the decision does not contra- 
dict with the Indonesian public policy. In addition, Indonesia is a member 
state to the Convention on the Settlement of Investment Disputes between 
States and Nationals of Other States (ICSID Convention 1965). This en- 
ables foreign direct investors to sue the Indonesian government before IC- 
SID arbitral tribunal for any breach of investment treaties. 

Due to the absence of voluntary enforcement, arbitral award is enforced 
the same way as the enforcement of court judgment. The enforcement pro- 
cedure states that the time limit of 30 days for the registration of arbitral 
award and must be done to the relevant district court. For international ar- 
bitral award, the relevant court is the District Court of Central Jakarta, while 
the relevant court for domestic arbitral award is the district court that has 
jurisdiction over the domicile of the losing party. 

Mediation is not only used as an option to settle dispute. In civil court 
proceedings, mediation is mandatory before a civil dispute can proceed to 
litigation. This requirement can be found and accommodated by Supreme 
Court Regulation No. 1 of 2016 on Mediation in Court. 

Before starting the hearing, the judges are obliged to order both parties to 
go through a mediation process. They are given 30 days to finish the media- 
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tion which can be extended if highly necessary. Should the parties reach to 
an agreement during the mediation process, the judge will enforce the set- 
tlement agreement which becomes enforceable similar to that of a final and 
binding court judgment. 


VI. QUASI LEGAL AUTHORITIES 

Ombudsman was established through the Presidential Decree No. 44 of 
2000 with the name of National Ombudsman Commission as part of a legal 
reform following the 1998 Asian economic crises. It was aimed to create 
good governance which uphold the principle of transparency, and free of cor- 
ruption, collusion and nepotism (Presidential Decree No. 44 of 2000, Article 
1-5). In a relatively short period of time after its establishment, the Com- 
mission received about 800 complaints. In 2008, Law No. 37 of 2008 con- 
cerning Ombudsman was enacted to replace the Presidential Decree. Under 
this Law, the ombudsman institution in Indonesia becomes more powerful. 

Article 2 of the Ombudsman Law stipulates that “Ombudsman institution 
is a state organ which has an independent character, has no relationship with 
other State organs and public agencies, and is free from the intervention of 
other authorities in performing its duties and authorities.” Thus, Ombudsman 
of the Republic of Indonesia (ORI) is an independent state institution. It is 
not a part of the executive branch, nor is it a part of the parliament even 
though it has the obligation to report to the parliament. 

ORI aims to supervise the administration of public services executed by 
the central and regional government, state-owned enterprises, and also pri- 
vate enterprises that are assigned to deliver public services. In short, ORI’s 
responsibility is to supervise the implementation of public service adminis- 
tered by state and regional government. In doing so, ORI can mediate a 
dispute or give recommendation over a dispute. 


Vil. THE LEGAL PROFESSION 

A. JUDGES 

In a Common Law country, a judge acts as an impartial referee. Meanwhile 
in Indonesia, judges are more active in trial. In a Civil law system, the judges 
actively conduct inquiries in an inquisitorial trial to find out the facts that 
happened between the two parties. Hence, the judges control the litigation 
process entirely. 


B. PROSECUTORS 

The Attorney General's office (Kejaksaan Agung) in Indonesia is an autono- 
mous agency. The structure consist of prosecutors in regency level (District 
Prosecutor) and prosecutor at provincial level (High Court Prosecutor). The 
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Attorney general sits at highest level of the agency with supervisory powers 
over District Prosecutors and High Court Prosecutors. The main responsi- 
bility is to prosecute crimes. In addition, the office of the prosecutor also 
functions as the state’s lawyer. It gives legal advice whenever needed such as 
when the state is sued before the court. 


C. LAWYERS 

Under Article 1(1) of Law No. 18 of 2003 concerning Advocate, the Indo- 
nesian legal system only recognizes one category of lawyer which is called 
an “advocate”. This covers all kinds of legal services inside and outside the 
court such as in-house lawyers, legal counsel, practicing lawyers and legal 
consultants. To have a license to practice law in Indonesia, one must be a 
national of Indonesia, domiciled in the country, graduated from a law school, 
pass the extended special education for advocate, pass the bar exam, pass the 
internship requirement for at least two years, and have a good reputation. 
Once a person fulfill those requirements, they can practice throughout the 
country without restriction. 

Foreign lawyers are not allowed to practice even though they are permit- 
ted to work as legal advisors. Some foreign lawyers work in Indonesia to 
represent foreign companies. They are bound to meet the requirements set 
out by the Ministry of Justice through Decree No. M.11. HT.04.02 of 2004 
on Requirements and Procedure in Employing Foreign Advocate and Duty to 
Provide Free Legal Services for Education Purposes and Legal Research. 


D. NOTARY PUBLIC 

In Indonesia, like in many other Civil Law countries, notary is responsible 
for making essential documents under civil law. Article 1(1) of Law No. 2 of 
2014 concerning Notary states that a notary is an official authorized to make 
authentic deeds and other authorities which covers: (1) attribution, giving 
authority to a position based on law; (2) delegation, a transfer of authority 
based on laws and regulations; and (3) mandate, a temporary transfer be- 
cause of a person’s absence. 


Vill. JUDICIAL COMMISSION 

Article 24B of the 1945 Constitution requires the establishment of an inde- 
pendent judicial commission. Law No. 22 of 2004 concerning the Judicial 
Commission states that the duties of the Commission are recruiting and 
supervising the conduct of judges. The Judicial Commission is authorized 
to guard and enforce judicial ethics. In implementing its duties and func- 
tion, Judicial Commission is given the authority, among other things, to: (1) 
accept complaints of any allegation towards infringement of the Code of 
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Conduct for Judges, (2) examine and determine such allegations, and (3) 
improve the capacity and the welfare of judges. 


IX. LEGAL AID 

Law No. 16 of 2011 on Legal Aid formally established legal aid program in 
Indonesia. Legal aid understood as providing legal services to the poor who 
are usually not familiar of the law as well as not having access to get ade- 
quate legal services. The first private legal aid institution was established in 
Jakarta at 1971 and is called “Lembaga Bantuan Hukum (LBH)” (Thoolen, 
1987, p. 65). Until present day, there are many other private legal aid insti- 
tution in the country. While the government provide reimbursement for any 
free legal assistance provided, many of them still struggle get proper funding. 
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I. INTRODUCTION 
Cambodia was under French colonization from 1863 
to 1953. The French legal system has deeply influ- 
enced the Cambodian legal system. Since the libera- 
tion from French in 1953, Cambodia was prosperous 
until 1970. Since then Cambodia remarkably declined 
as a result of the Cambodian Civil War from 1970 to 
1993 under various regimes, such as the Khmer Re- 
public extending from 1970 to 1975, the Democratic 
Kampuchea from 1975 to 1979, the People’s Repub- 
lic of Cambodia from 1979 to 1993,' and the King- 
dom of Cambodia from 1993 until the present time. 
The full peaceful nation was brought throughout the 
country in 1998 with the end of the administration of 
Khmer Rouge rebels. The legal system has been revi- 
talized since Cambodia became a democratic country 
in September 1993, resulting from the first election in 
May 1993. 

The main purpose of this article is to provide an 
overview of the current Cambodian legal system. The 


technical assistance for making the four codes is also 
described. 


1 In 1989, the People’s Republic of Cambodia was named the State of 
Cambodia under the amendment of the 1981 Constitution in 1989. Only 


the country’s name was changed, the others remained the same. 
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Il. LEGISLATIVE SYSTEM 

OVERVIEW 

Law in the narrow sense is required to be adopted by the legislative body and 
promulgated by the head of the state under the name ‘royal code,’ in Khmer 
Preah Reachkram. In this article, law refers to the royal code. Since 1993, 
Cambodia has been a constitutional monarchy where the king is the head 
of the state, reigns over the country, but has no power.’ In order for a law to 
take effect, the draft law is sent to the National Assembly for adoption, the 
Senate for approval and the head of the state for promulgation. In the broad 
sense, law includes any legal regulation signed by the head of the state, the 
prime minster and ministers. An excerpt from the Royal Gazette of Cambo- 
dia shows that between 1993 to September 2015, 445 laws have been pro- 
mulgated. The figure below shows the number of laws promulgated by year. 


FIGURE 1. THE LAWS PROMULGATED BY YEAR FROM SEPTEMBER 1993 TO SEPTEMBER 2015. 
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SOURCE: Advocacy and Policy Institute, Report on Legal Review on Cambodian Laws and Sub-decrees 
(Phnom Penh, 2010 & Cambodian Royal Gazettes 2010-2015) 


The Cambodian Constitution is the supreme law of the land. Law must 
not contradict the Constitution or it is declared unconstitutional. The Con- 
stitutional Council* has the authority to check the constitutionality of a law. 
Typically, all organic laws must be sent to the Constitutional Council which 
examines the constitutionality of the law. Remarkably, all treaties and inter- 
national conventions must be ratified to have effect in the Cambodian legal 
system.* The government is required to send treaties and international con- 
ventions to the National Assembly for adoption, the Senate for approval, and 


2 The Constitution of Cambodia in 1993, Art. 7(1), (hereinafter called the 1993 Cambodian Constitu- 
tion). 


3 The Constitutional Council consists of nine members who serve for nine year terms, in which three 
members are appointed by the National Assembly, three members by the government, and the other three 
members by the king. Three members are rotated every three years. 


4 The 1993 Cambodian Constitution, Art. 26. 
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the head of the state for promulgation. Therefore, ratified treaties and inter- 
national conventions are equivalent to law as discussed in this article. Simi- 
larly to treaties and international conventions, it is required for law to pass 
by the National Assembly, be approved by the Senate, and signed by the head 
of state.” 

It should be noted that the Senate of Cambodia came into creation as a 
result of political compromise. The Senate, with legislative powers, was es- 
tablished in 1999 following the political deadlock arising from the 1998 na- 
tional election which was self-run by Cambodia. The Senate reviews and 
comments on draft or proposed laws sent by the National Assembly. The 
figure below shows how draft or proposed laws go from the National Assem- 
bly to the Senate, and on to promulgation. 


FIGURE 2. THE PROCESS OF HOW THE SENATE REVIEWS THE ADOPTED LAW FROM THE NATIONAL ASSEMBLY 
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No comments more then 
30 days 
Head of 
the state 
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Assembly Site within 30 days 


National Assembly 


Within 
30 days 


SOURCE: Created by the author 


Unlike the legal systems of other countries including the Korean legal 
system, the Supreme Court of Cambodia has no authority to check the con- 
stitutionality of the law and other legal regulations. The Supreme Court is 
the highest court to review questions of law on the first appeal, and both 
questions of law and of fact on the second appeal from the appellate court. 
The judgment of the Supreme Court is the final decision. 

Interestingly, the Cambodian Constitution requires internal rules of the 
National Assembly and Senate, and organic laws be reviewed by the Consti- 
tutional Council. However, the period of the review is within 30 days.° It is 
noted that only the Constitutional Council has “the competence to guarantee 


5 The 1993 Cambodian Constitution, Art. 28-New. 


6 The 1993 Cambodian Constitution, Art. 140-New. 
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the respect of the Constitution, to interpret the Constitution and the Laws 
adopted by the National Assembly and definitively reviewed by the Senate.” 


CATEGORIES OF THE STATUTES 
CONSTITUTION 
As mentioned earlier, the Constitution is the supreme law in the Cambodian le- 
gal system. It stipulates principle elements of how an independent state works. 
The 1993 Constitution includes provisions concerning the King, fundamental 
rights of Cambodian citizens, political rights, the political system, the econom- 
ic system, the legislative body, the executive body, and judicial power. According 
to the 1993 Constitution, Cambodia is under a constitutional monarchy. 
Historically, Cambodia has come under vastly different constitutions, 
producing numerous hard regimes. The first constitution was available in 
1947, while Cambodia was still under French colonial rule. Despite inde- 
pendence in 1953, the 1947 Constitution continued to survive until the 
coup d'état in 1970. The second constitution then became available in 1972 
under the Khmer Republic from 1970 to 1975. The constitution was upheld 
in 1976 under the Democratic Kampuchea known as the Khmer Rouge re- 
gime from 1975 to 1979, the most difficult and painful period in Cambodia, 
where the intelligentsia were subject to be killed. After the collapse of the 
Khmer Rouge regime in 1979, Cambodia became the People’s Republic of 
Cambodia, where the constitution was adopted in 1981. The amendment of 
the 1981 Constitution in 1989 named Cambodia “the State of Cambodia” 
from 1989 to 1993. Finally, as the result of strong support from the United 
Nations, Cambodia has enjoyed the current constitution since 1993. The 
table below shows the change in regime and the date of the availability of the 
various constitutions. 


TABLE 1. CHRONOLOGICAL ORDER OF THE EXISTENCE OF THE DIFFERENT CONSTITUTIONS, 
WITH THE RESPECTIVE REGIME. 


DATE OF CONSTITUTIONAL 
YEAR NAMES OF REGIMES EXISTENCE 


1947-1970 The Kingdom of Cambodia May 6, 1947 
1970-1975 The Khmer Republic June 10, 1972 


1979-1989 The People’s Republic of Kampuchea June 27, 1981 
1989-1993 The State of Cambodia8& April 30, 1989 
1993-Now The Kingdom of Cambodia September 24, 1993 


SOURCE: Created by the author 


1975-1979 The Democratic Kampuchea January 5, 1976 


7 The 1993 Cambodian Constitution, Art. 136-New. 


8 The change extended to the name of the country only; the regime remained the same. 
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The current 1993 Constitution however, has faced many challenges. Dif- 
ferent interpretations among politicians has led to many amendments, there- 
by making the Constitution a ‘soft’ constitution. So far, the Constitution has 
been amended ninth times, as attempts to resolve political deadlock after 
each general election. However, constitutional amendments do not ensure 
the prevention of future political deadlock. The table below shows the dates 
that the National Assembly adopted amendments to the Constitution, and 
the date of promulgation by the head of the state. 


TABLE 2. DATE OF ADOPTION AND PROMULGATION OF THE CONSTITUTION 


AMENDMENT BY THE NATIONAL ASSEMBLY BY THE HEAD OF THE STATE 


[5 iterch «2006 [March 9.2006 _———*Y 
[5 Jlocioter 2018 ioher 23,2014 ——*Y 
P92 [retro 2018 [Fabry 27,2018 


SOURCE: Created by the author 


The hierarchy of law in Cambodia reflects that the Constitution is the 
highest law, meaning that all other laws must comply with it. All legal regula- 
tions issued by the prime minister are required to follow the law, while min- 
isterial regulations issued by ministers must follow the prime minister’s legal 
regulations. The figure below demonstrates the hierarchy of Cambodian law. 

The head of state plays a crucial pgupe 3, HIERARCHY OF LAW AND OTHER LEGAL 
role in promulgating the law. It — REGULATIONS IN THE CAMBODIAN LEGAL SYSTEM 
should be noted that when the king is Constitution 
absent, the acting head of state is the 


| 


president of the Senate. When the Law (Royal Code) 
president of the Senate cannot act as 
the acting head of state due to rea- Royale 
sons such as absence from the coun- 
try, serious sickness or death, the - —— ; 
. . Prime Minister’s Regulations 
president of the National Assembly 
becomes the acting head of the state. 
Table 3 shows the head of state and 


possible acting heads of state. SOURCE: Created by the author 


Minister's Regulations 


i 
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TABLE 3. HEAD OF STATE AND POSSIBLE HEADS OF STATE 


[no [nab oF aT AND PORE ACTING HD OF TE 


SOURCE: Created by the author based on Cambodian Constitution, Art. 1 1-new 


LAW 

Laws, in Khmer chbab in the narrow sense are legal norms requiring adop- 
tion by the legislative body and promulgation by the head of the state. A pro- 
mulgated law is called a royal code, in Khmer preah reachkram. Interestingly, 
the Cambodian Constitution stipulates clearly the timeframe in which each 
law comes into effect. Generally, the law comes into effect ten days after 
the date of promulgation in Phnom Penh, and twenty days throughout the 
country. However, in the case of immediate promulgation, the law comes 
into effect soon after the date of promulgation.’ The table below shows the 
timeframe in which promulgated law comes into effect. 


TABLE 4. THE DATE SHOWING THE EFFECT OF LAW AFTER THE PROMULGATION DAY 


DESCRIPTION THE DATE THAT THE LAW COMES INTO EFFECT 
IF THE LAST ARTICLE SAYS: IN PROVINCES 


Any provisions contradictory 10 days after the date oe 20 days after the date of 
to this law shall be repealed. promulgation promulgation 
eee fie ps peemeet: Soon after the date of promulgation 

ed immediately 


SOURCE: Created by the author based on Cambodian Constitution, Art. 93-new 


For example, the Law on Association and Non-Government Organizations 
which was promulgated on August 12, 2015 came effect in Phnom Penh on 
August 23, 2015, and in the provinces on September 2, 2015 because Article 
39 (the last article) states that “any provisions contradictory to this law shall 
be repealed.” However, the Law on Trade Union which was promulgated on 
June 17, 2016 came into effect June 18, 2016 because Article 100 (the last 
article) states that “this law shall be promulgated immediately.” 


9 The 1993 Cambodian Constitution, Art. 93-New. 
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ROYAL DECREE 

A royal decree, in Khmer preah reachkret is known as a legal regulation, 
ranking below the law in the hierarchy. The king signs the decree after sub- 
mission by the Council of Ministers.'!? Royal decrees are typically divided 
into two types. One type is for appointing, transferring, and dismissing high 
ranking officers in the civil service, military, judiciary,'' and council of min- 
isters;'* the other type is executive ordinances. The latter depends on any 
specific law, which may require the royal decree to enforce the law. The royal 
decree ranks above the sub-decree, which is signed by the prime minister. 


OTHER LEGAL REGULATIONS 

OVERVIEW 

The Cambodian Constitution does not mention legal regulations issued by 
the prime minister or ministers. However, the Law on the Functioning and 
Organization of the Royal Government refers to the sub-decree, which can 
be issued by the prime minister. The law stipulates that “the Prime Minister 
shall appoint, transfer and dismiss by sub-decree, high ranking officers, civil 
servants, military, members of diplomatic corps, deputy governors of provinces 
and municipalities, and district governors who are not specified in Article 14, 
except for the officers who are stipulated in Article 28 of this law.”'* The 
sub-decree ranks below the royal decree and the law. Beside the sub-decree, 
the prime minister has authority to issue declarations, decisions, circulars, and 
orders. Similarly, ministers have the authority to issue proclamations, circu- 
lars, decisions, and notifications. The ministerial regulations must comply 
with the prime minister's legal regulations as shown in figure 3 above. 


SUB-DECREE AND OTHER LEGAL REGULATIONS OF THE PRIME MINISTER 
A sub-decree, in Khmer anukret is known as a legal regulation under the hi- 
erarchy of law and royal decree. The sub-decree is divided into two types, the 
appointing sub-decree and the executive sub-decree. The appointing sub-de- 
cree allows the prime minister to appoint elite or civil servants to serve at 
any post in administrative affairs, while the executive sub-decree deals with 
other matters necessary to enforce the law. 

In addition to the sub-decree, the prime minister issues decisions, in 
Khmer sechkdey samrach which is used to decide any matter under his own 
regulatory power. The Constitution does not mention the decision issued by 


10 The 1993 Cambodian Constitution, Art. 28-New. 


11 The 1993 Cambodian Constitution, Art. 21 &amp; Law on the Functioning and Organization of the 
Council of Ministers, No. 02NS94, July 20, 1994, Art. 14. 


12 The 1993 Cambodian Constitution, Art. 119. 
13 Law on the Functioning and Organization of the Council of Ministers, No. O2NS94, July 20, 1994, Art. 16. 
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the prime minister. However, Article 13 of Law on the Functioning and Or- 
ganization of the Council of Ministers briefly mentions the decision issued 
by the prime minister. Government decision as defined in 2013 is “a legal 
regulation in the form and content of a government action which is used for 
nonpermanent scope and status.”"* 

Moreover, the prime minister can also issue a circular, in Khmer sarachar 
which is needed to further explain or clarify any matters under his authority. 
Generally, the circular is “a legal regulation which clarifies the legal content, 
explains and interprets legal regulations higher in the hierarchy, or raises 
more instructive measures and work activities in order that lower rank civil 
servants may implement.””* 

There is no definition of a circular issued by the prime minister. The 
prime minister can also issue an order, in Khmer bodbanhchea. There is no 
law mentioned with regards to orders. However, in actual practice, an order 


is issued to deal with particular cases. 


MINISTERIAL REGULATIONS 

Ministers are entitled to issue a proclamation, in Khmer prakas which is the 
legal regulation under the sub-decree, and other government legal regula- 
tions.'° The proclamation cannot go beyond the authority of the ministry 
where the proclamation is made. The structural organization and function- 
ing of the ministries and state secretariat from the department below re- 
quires to be issued by the proclamation.'’ Ministers have the authority to is- 
sue circulars. A circular is a text explaining any particular relevant affairs and 
providing instruction.'* The proclamation cannot conflict with sub-decrees 
and other government regulations. Notification, in Khmer sechkdey choun- 
damnoeng is another form of legal regulation issued by ministers under their 
own administrative authority. It covers any particular case but cannot go 
beyond the sub-decree and other legal regulations. Ministers can also decide 
any special matters by use of a decision. The decision may not conflict with 
the proclamation. 


14 Office of the Council of Minister, Guideline on the Procedures and Rules of Preparing Draft Laws and 
Other Legal Regulations (May 10, 2013), 93. 


15 Office of the Council of Minister, Guideline on the Procedures and Rules of Preparing Draft Laws and 
Other Legal Regulations (May 10, 2013), 99. 


16 Law on the Functioning and Organization of the Council of Ministers, No. 02NS94, July 20, 1994, Art. 29. 
17 Law on the Functioning and Organization of the Council of Ministers, No. 0O2NS94, July 20, 1994, Art. 30. 
18 Law on the Functioning and Organization of the Council of Ministers, No. 02NS94, July 20, 1994, Art. 29. 
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PROVINCIAL LEGAL REGULATIONS 

The provincial governor has the authority to issue warrants, in Khmer deika. 
It must be used within the geographical limit of the provinces. The warrant 
cannot conflict with law, royal decree, sub-decree, and government as well 
as ministerial legal regulations. 


Ill. LEGISLATIVE PROCEDURES 

OVERVIEW 

This section elaborates on law making procedures, both in the narrow and 
broad sense. In the narrow sense, the draft law or proposed law is required 
to be adopted by the National Assembly, approved by the Senate, and then 
promulgated by the head of the state. It should be noted that the Senate has 
only been in existence since 1999, while the National Assembly has been in 
existence since 1993. For the timeframe in which the law comes into effect, 
please see Table 4 above. 

In the broad sense, laws include laws in the narrow sense and any other 
legal regulations issued by the head of state, prime minister, ministers, and 
others. The date that government legal regulations come into effect is the 
date of signature. This also applies to any legal regulations which are lower 
in the hierarchy. 

It should be noted that the Cambodian Constitution entitles the National 
Assembly, the Senate, and prime minister to initiate the law.'° 


LEGISLATIVE PROCEDURES 

LAW DRAFTED BY THE LEGISLATIVE BODY 

Theoretically, members of the National Assembly have the authority to draft 
law. In this regard, the Permanent Standing Committee of the National As- 
sembly plays a role in drafting the law. The draft law is sent to the National 
Assembly Commission for review. When the National Assembly Commission 
completes the review, the draft law will be discussed in the plenary session of 
the National Assembly. Subsequently, it will be sent to the Senate for review 
and approval. After approval from the Senate, the law will be promulgated 
by the head of state. Noticeably, the National Assembly rarely drafts laws. To 
name one rare case, the Law on Monogamy promulgated in 2006 was draft- 
ed by the National Assembly. Figure 4 below shows a simplified legislative 
process through the National Assembly. 


19 The 1993 Cambodian Constitution, Art. 91-New. 
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PHALTHY HAP 


FIGURE 4. THE PROCESS OF MAKING LAW Since the creation of coalition 


VIA THE NATIONALS EMEEY government in 1993, the number 


of national assembly members 
has slightly increased from 120 in 
1993 to 122 in 1998. From 2003 
to 2013, this number has in- 
creased to 123 and lastly to 125 
[rove Soo hae soon in 2018. The national assembly 
has 5-year mandate. The figure 
bellow shows changes in number 
of national assembly members 


Head of the State (King) from 1993 to the current one. 


SOURCE: Created by the author 


FIGURE 5. NUMBER OF NATIONAL ASSEMBLY MEMBERS OF CAMBODIA FROM 1993 
MEMBERS OF PARLIAMENT BY ELECTION YEAR 
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SOURCE: Created by the author 


The Cambodian Constitution allows the Senate to draft law. First, the 
Senate Permanent Standing Committee drafts the law and then sends the 
draft to the National Assembly Commission. The process is the same as the 
legislative process for law drafted by the National Assembly, above. So far, 
the Senate has not drafted any law and has always approved laws sent by the 
National Assembly. Figure 5 below shows a simplified legislative process 
through the Senate. 
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FIGURE 6. THE PROCESS OF MAKING The senate was created under 
LAW VIA THE SENATE 


the political compromise during 
the political deadlock after the na- 
tional election in 1998. Generally, 


Senate Permanent Standing Committee 


the senate has 6 year mandate 


[__Neverl nenpy Cormier —_] where the members can be from 

members of political parties, 2 
members appointed by national 
[_ tere een ata ah assembly and 2 members appoint- 


Senate ed by king. Only the first mandate, 


all members were appointed by 

Headurihe seeking) the members of political parties 

who won seats in the national as- 

SOURCE: Created by the author sembly. Since the second man- 

date, members of senate must be 

elected among people representatives via national assembly members and 

commune, district and provincial councils. Table bellow lists the number of 
senate members from the establishment in 1999 until now. 


TABLE 5. THE TOTAL SENATE MEMBERS STARTING FROM 1999 TO THE CURRENT MANDATE 


MEMEBERS MEMBERS 

YEAR OF SENATE FROM FROM 
MANDATE MEMBERS POLITICAL NATIONAL 
PARTIES ASSEMBLY 


MEMBERS 
APPOINTED | YEAR OF ELECTION 
BY KING 


Pisa | a | | | it 


SOURCE: Senate of the Kingdom of Cambodia, https://senate.gov.kh 


LAWS PROPOSED BY THE EXECUTIVE BODY 

The prime minister plays a crucial role in proposing draft law. Usually, 
the relevant ministries draft a law via general and technical departments. 
When the draft law is discussed and approved internally, it will be sent to 
the Council of Jurists for another discussion. After that, the draft law will 
be discussed by the Council of Ministers. Draft law which has been ap- 
proved by the Council of Ministers is signed by the prime minister and sent 
to the National Assembly. The National Assembly Commission reviews the 
draft law and may request any changes if necessary. Following review by the 
National Assembly Commission, the draft law will be sent to the National 
Assembly for the plenary session discussion of adoption. The adoption of 


557 


DR © 2022. Universidad Nacional Aut6noma de México-Instituto de Investigaciones Juridicas 


la Biblioteca Juridica Virtual del Instituto de Investigaciones Juridicas de la UNAM 
i Libro completo en: 
https://tinyurl.com/4y8m6zcc 


the law generally requires an absolute majority of the votes by the attending 
members of the National Assembly, except for an amendment of the consti- 
tution, which requires a two-thirds vote of the National Assembly members. 
Following adoption by the National Assembly, the draft law will be reviewed 
and ratified by the Senate. Lastly, the head of state signs the law. Figure 6 
below shows the legislative process through the prime minister. 


FIGURE 7. THE PROCESS OF MAKING LAW VIA THE PRIME MINISTER 


Laws drafted by the ministries 


Council of Jurists — Council of Ministers — Prime Minister 


Plenary Session of National Assembly 


Head of the State (King) 


SOURCE: Created by the author 


LEGAL REGULATIONS ISSUED BY THE EXECUTIVE BODY 
In Cambodia, the executive branch has full authority to issue any legal reg- 
ulations. This sub-section shows how legal regulations issued by the prime 
minister and ministers are prepared under the Cambodian legal system. 
With regard to government legal regulations or prime minister’s legal reg- 
ulations, the relevant ministry drafts legal regulations. In cases where the 
legal regulation relates to various ministries, the draft of the legal regulation 
is required to be discussed with inter-ministries. When a legal regulation is 
finally discussed and approved among those in the ministry, the minister 
then sends the draft legal regulation to the Council of Jurists for review. Af- 
ter review by the Council of Jurists, the draft legal regulation is discussed by 
the Council of Ministers. The approval of the legal regulation by the Council 
of Ministers will be signed by the prime minister, and the legal regulation 
comes into effect on the date of signature of the prime minister. The figure 
below shows the process of making a sub-decree and other government legal 
regulation. 
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FIGURE 8. THE PROCESS OF MAKING FIGURE 9. THE PROCESS OF 
A SUB-DECREE AND OTHER LEGAL REGULATIONS MAKING MINISTERIAL LEGAL REGULATIONS 


A ministry or inter ministries 


Relevant departments 
of the respective ministry 


Council of Jurists 


Department of Legislation 
of the respective ministry 


SOURCE: Created by the author 


Council of Ministers 


Prime Minister 


i 


As for ministerial legal regulations, the relevant departments draft a legal 
regulation followed by discussion by the Department of Legislation of the 
respective ministry. The approval of the discussion will be submitted to the 
minister for signing. It then becomes an effective ministerial legal regulation. 
The figure below describes process of making ministerial legal regulations. 

It should be noted that laws, government legal regulations, and ministeri- 
al legal regulations are required to be published in the Royal Gazette.*° The 
figure below simply elaborates on the process of publication of laws and 
other legal regulations. 


FIGURE 10. FLOW OF LAW AND LEGAL REGULATIONS FROM DRAFT TO PUBLICATION 


Review and Promulgation by 
Draft Law adoption by the the Head of the 
legislative body State 


Draft government 
legal regulation 
Draft ministerial 
legal regulation 


SOURCE: Created by the author 


IV. MAIN LAWS IN CAMBODIA 

OVERVIEW 

The primary sources of law in Cambodia are the Constitution of Cambodia, 
the Civil Code, the Criminal Code, the Code of Civil Procedure, and the 


Code of Criminal Procedure. These sources have become available recently, 


Signature by the 


Prime Minister 


Publication in the 
Royal Gazette 


Signature by the 
Minister 


The public at 
large 


20 The 1993 Cambodian Constitution, Art. 93-New. 
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as a result of political reconciliation in 1993. It should be noted that the 
French government provided technical support in the drafting of the Crim- 
inal Code and the Code of Criminal Procedure, while the Japanese govern- 
ment provided full support in the drafting of the Civil Code and the Code of 
Civil Procedure together with ancillary laws, as well as in the training and 
disseminating of the two laws and relevant legal regulations. 


CONSTITUTION 

The current Constitution of Cambodia was signed into law on September 
24, 1993 following the election which took place in May of the same year. 
The first existing constitution consists of sixteen chapters with 139 articles. 
After eight constitutional amendments, the number of chapters increased to 
sixteen chapters with 158 articles. To attempt to amend the constitution is 
to attempt to resolve the political deadlock. 

It should be noted that the Constitution was drafted with the purpose of 
attaining political compromise. The representatives of all winning parties sat 
down and discussed the crucial parts for inclusion in the Constitution. For 
example, the Constitution forbids any amendments which affect the consti- 
tutional monarchy.’! 


CIVIL CODE 

The current Civil Code of Cambodia was promulgated on December 8, 2007 
with the full support and assistance of the Japanese government starting in 
1999. It is primarily rooted in the Japanese Civil Code. Japanese experts 
were invited to Cambodia to hold discussions and work with their Cambodi- 
an counterparts, who were in turn invited to Japan to learn about the legal 
system and real practice of the Japanese Civil Code, and other relevant laws 
and legal regulations. Although the Civil Code was promulgated in 2007, 
more time is required for the application of the Code in real practice. 

The Civil Code consists of nine books and 1305 articles. Book One deals 
with general provisions, focusing mainly on general principles of private law. 
Book Two describes the concept of persons: physical persons and juristic 
persons. Book Three (nine chapters), refer to real rights. Book Four (nine 
chapters), stipulates obligations. Book Five (sixteen chapters), refers to par- 
ticular types of contracts and torts. Book Six (eight chapters), deals with se- 
curity. Book Seven (eight chapters), describes relatives. Book Eight (eight 
chapters), refers to succession. Lastly, Book Nine states the final provision 
which requires other laws to enforce the Civil Code. 


21 The 1993 Cambodian Constitution, Art. 17. 
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In order to implement the Civil Code, a special law is required. It is re- 
markable that Law on the Civil Code Enforcement was promulgated on May 
31, 2011 but its enforcement took place six months later, calculating from 
the date of effect. Therefore, the Civil Code was applicable on December 21, 
2011. Provisions in the specific laws in conflict with those in the Civil Code 
were repealed by Law on Civil Code Enforcement. 


CRIMINAL CODE 

The Cambodian Criminal Code was promulgated on November 30, 2009. 
The French government assisted in drafting this Code. It is noted that al- 
though the Code was effective throughout the country on December 21, 
2009, only Book One, General Provisions was applied, while the remaining 
books became effective one year later, on December 21, 2010. It should 
be noted that the French government drafted the Criminal Code in collab- 
oration with their Cambodian counterparts from 1998 in response to the 
growing needs of a society which required a comprehensive criminal code in 
order to combat newly emerging crimes. 

The Criminal Code consists of six books with 672 articles. Book One 
describes the general provisions, while Book Two deals with crimes against 
persons. Book Three stipulates offenses against property. Book Four refers to 
offenses against the nation. Book Five lays out provisional provisions. Finally, 
Book Six ends with final provisions. 


CODE OF CIVIL PROCEDURE 

The drafting and development of the Code of Civil Procedure, as with the 
Civil Code, took place under the support of the Japanese Government. The 
Code was promulgated on July 6, 2006. However, the application of this 
Code began one year after it took effect. Thus the Code of Civil Procedure 
was applicable on July 27, 2007. 

The Code of Civil Procedure consists of nine books with 588 articles. 
Book One stipulates the general provisions of Civil Procedure. Book Two 
mentions procedure of the court of the first instance while Book Three refers 
to appeals. Book Four deals with retrial. Book Five describes demand proce- 
dure. Book Six stipulates compulsory execution. Book Seven lays out preser- 
vative dispositions. Book Eight describes transitional provisions. Book Nine 
ends with final provisions. 


CODE OF CRIMINAL PROCEDURE 

The Cambodian Code of Criminal Procedure was promulgated on August 10, 
2007, the drafting of which took place with the support of the French Gov- 
ernment, as with the Criminal Code. Cambodia is indebted to the French 
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Government for the Code of Criminal Procedure. The technical cooperation 
in order to draft the Code of Criminal Procedure started in 1994. Unlike the 
Code of Civil Procedure, the Code of Criminal Procedure was applicable 
throughout the country soon after it came into effect on August 31, 2007. 

The Code of Criminal Procedure consists of eleven books. Book One 
discusses criminal and civil actions while Book Two deals with authorities 
entrusted with prosecution, investigation, and interrogation powers. Book 
Three refers to policy inquiry. Book Four describes judicial investigation. 
Book Five lays out judgments. Book Six describes the supreme court. Book 
Seven discusses citations, summons, and notifications. Book Eight refers to 
enforcement procedure while Book Nine describes special proceedings. 
Book Ten deals with transitional procedure. Finally, the Code ends with final 
provisions. 

The table below shows the countries which provided technical assistance 
for the drafting of the four main codes, the Civil Code, the Code of Criminal 
Procedure, the Criminal Code, and the Code of Criminal Procedure. 


TABLE 6. THE FOUR MAIN CODES WITH THE COUNTRIES PROVIDING TECHNICAL ASSISTANCE 


COUNTRY 
DATE OF PROVIDING YEAR OF STARTING 
PROMULGATION TECHNICAL COOPERATION 
ASSISTANCE 


Civil Code Dec. 8, 2007 1999 


Code of Civil 
2 


Criminal Code Nov. 11, 2009 1998 


g || Codes nena | x6: 10; 2007 France 1994 
Procedure 


SOURCE: Created by the author 
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he Association of the Southeast Asian Nations (ASEAN 
was ¢stablished based on Bangkok Declaration on 
8 August 1967, initiated by Indonesia, Malaysia, 
Philippines, Singapore and Thailand. The regional 
institution has expanded to ten countries in mainland and 
maritime Southeast Asia with the admission of Brune 
in RE Wet in 1995. Myanmar and Lane in 1a 
and Cambodia in 1, After more than a half century 
of its foundateon, ASEAN has expanded widening and 
deepening amidst a great variety of challenges be a 
political, security, economic, social and cultural, as 
well as climate changes and the pandemic of Covicd-19, 
Currently, thé matution has beéeme the most developed 
region institution in the world after the European Union 
(EU) and determined to drive its future's plan through the 
ASEAN Community's Poet-2025 Vision. 

This book aims to provide with an international 
histor and economy ecneral vision about ASEAN, and 
the Tm partanbeouiniries thet integrate ih At the same tine, 
it discusses the meélevanec of ASEAW in the new global 
order, including the role of this regional imstitution m 
the new conformation of East Asia and Asia Pacific, its 


role in the framework of the new performance of China 
and it's One Belt One Road (GRE) initiative, im the line 
of Indo Pactic, and in the new reality of the Regional 
Comprehensive Economic Partnership (RCEP). 


